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An Interesting Message to Loan Officers Who May Not 
Have Recognized the Basis of Field Warehousing As a 
Very Well Known Principle of Law, Namely: Bailment. 


LAWRENCE SYSTEM FIELD WAREHOUSING, as you know, 
is the storage of commodities where they are—the 
impounding of inventory carried on the premises of 
manufacturers, producers or others so that they may 
secure credit beyond their natural “open” limita- 
tions through using, as collateral, the warehouse 
receipts we issue against the goods. 


The basis of such a transaction is that when 
property is delivered to one person by another to be 
used or held for some particular purpose and to be 
returned thereafter, this act creates what is known 
in the law as a bailment. 

The Funk & Wagnalls New Standard Dictionary 
defines bailment as follows: 

“The delivery of personal property by one person 


to another in trust for a specific purpose with a con- 
tract, express or implied that the trust shall be faith- 


session at a warehouse operated in connection with 
the pledgor’s premises is a matter in which experi- 
ence on the part of the warehouseman is the first 
consideration. We have been at this particular spe- 
cialization of creating and maintaining bailments in 
connection with the issuance of negotiable ware- 
house receipts against inventory for more than 
twenty years. We have handled hundreds of ac- 
counts and hundreds of different commodities and 
have never in any instance failed to discharge our 
full responsibility as warehouseman to the holders 
of our warehouse receipts. 

While insurance is by no means a satisfactory sub- 
stitute for EXPERIENCE it offers a very sensible sup- 
plement and we have caused to be 
written a unique $1 ,000,000.00 policy 





fully executed and the property returned or duly 
accounted for when the special purpose is accom- 


AK, 


to cover our legal liability as ware- 


plished—as in the consignment of goods to carriers 
or warehousemen,” etc. 


The authorities recognize five 


Plant Inventories 
We Have Field Warehoused 


Canned Goods . . . At the Canneries 


species of bailments and that type of _ Dried Fruit. . . . At Packing Plants 
bailment involving the pledging of SiMe - = += - pitted wins 
goods to a creditor is known as the oo ai tee tac . +. Inthe Booms 
PIGNORI ACCEPTUM—the accept- _fettelaum. - In Field Storage Yon 
Ing ofa pledge. Groceries . . . . At the Wholesalers 


While a public warehouseman is a 


Airplanes . . Where They Are Made 


eee At Tanneries 
natural bailee, the problem involved Grain.......-- In Elevators 
‘ " . ‘ ree On Coal Docks 
in field warehousing is that of main- eo in Brewery Vets 
taining a bailment through absolute Wine. .....-- In Aging Tanks 
WHOM ccc vcceeeecee At Mills 


and continuous physical and legal pos- 
session of the pledged goods until they 
are properly released by the holder of 
the warehouse receipt or to his order. 
Naturally, the art of continuous pos- 


Plus Scores of Other Products 
Stored in Factory Rooms, Bins, 
Vats, Tanks, Yards, Docks, etc. 


— Oar” 


housemen, limited to $100,000.00 per 
location. To our knowledge this is the 
only policy of its kind in existence. 


FREE CONSULTATION SERVICE 


This organization, through any of 
its offices, will be pleased to consult 
with you as to the practicability of 
issuing warehouse receipts against 
any commodity wherever it is and we 
submit in the center of this advertise- 
ment a partial list of some of the more 
interesting conditions under which 
commodities are being successfully 
and profitably financed through our 
warehouse receipts. 


Copies of the pamphlet, “Warehouse Receipts as Collateral,” are 
obtainable free, postage paid, from any of our offices, on request. 
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FIELD WAREHOUSING 


MEMBER: AMERICAN WAREHOUSEMEN'S ASSOCIATION—SINCE 1916 


JAWRENCE WAREHOUSE (OMPANY 








A. T. GIBSON, PRESIDENT 
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U. S. National Bank Bldg. 
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Santa Fe Bldg. Dillingham Transportation Bldg. 
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In Direct Proportion to Knowledge 





Sirs: Please accept my thanks for The Burroughs Clearing 
House. It is a very interesting, instructive and worthwhile 
publication. 


I have in my experience found that banks, 
dealers and the public in general, appreciate and are taking ad- 
vantage of the National Housing Act, in direct proportion to their 
ieneaainn and understanding of the act. Articles that I have 


read would indicate that your magazine is doing much in that 
direction. 


building supply 


Wiuuis J. Erp, Financial Field Representative, 
Federal Housing Administration 
Chicago, Illinois 


« + 
The Big Insurance Buyers 


Sirs: Bankers and brokers, along with real estate men, were 
the largest buvers of life insurance policies of $10,000 or more last 
month (July). Lawvers and judges were second; retail dealers 
were next, closely followed by students. Other occupations which 
were well represented in the large policy class are: mill and factory 
managers, editors and reporters, undertakers, florists, fruit grow- 
ers, gardeners and nurserymen, osteopaths, bakery managers, 
commercial travelers, and insurance agents. 

The Lincoln National Life Insurance Company 
Fort Wayne, Indiana 
o ¢ 
Copy for Advertising Counsel 

Sirs: Some time ago I asked if you would kindly place 

my name on your list to receive your interesting and valuable 
journal. No one replied and the magazine was not received. 
As advertising counsel for a number of banks in greater New 
York and as former advertising manager of the Fifth Avenue 
Bank of New York, I feel that I am logic ally entitled to be placed 
on your list. 

There is no magazine published which contains as valuable 
material for my purposes as yours. I hope you can see your 
way clear to favor me. 

CHARLES A. SMITH, 
Advertising Counsel for Banks, Chrysler Building, 
New York City 
° °¢ 


Spirit of the Colonial South 


Sirs: _I hope you may be interested in our new East Broadway 
branch. It is done in early American. ; 

The lobby is in deal-finished knotty pine. One wall is taken 
up by a Colonial fireplace. Against the opposite wall stands a 
Windsor settle, flanked by early American end tables and antique 
[pee Windsor chairs. The banking sc reen is arranged in a 
U-shape at the lower end of the room, finished in keeping with the 
lobby. The screen and the tellers’ windows are equipped with 
bullet-proof glass and sheet steel reinforcement for the protection 
of the staff. Another modern note is the air-conditioning system. 

The ideas of President Ralph C. Gifford were carried out in 











ylanning this banking 
nome which embodies 
the spirit of the Colonial 
South. 


WALTER DIsTELHORST, 
Advertising Manager, 
First National Bank, 

Louisville, Kentucky 
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Lobby and Window Displays 


Sirs: We are pleased to furnish you with a copy of the letter 
we wrote to President Malcolm M. Meek of The Citizens National 
Bank, Abilene, Texas, in regard to their request for information 
on customer displays. (See Clearing House, August issue.) Per- 
haps other readers will hi interested. 

“Mr. Meek: Although we have not used our lobby for dis- 
plays we have used three windows facing one of the busiest streets 
in the city. 

‘About two years ago we commenced placing these windows 
at the disposal of our customers. We segregated our customers 
according to lines of business, and offered the windows to the 
companies in one line of business at a time. We, of course, en- 
deavor to make them available during the season most desired by 
the industry, such as the automobile industry during the season 
when new models are being announced; insurance during the month 
of the celebration of life insurance week; food industry during the 
canning and marketing season, and so on. 

We limit the use of these windows to one week per customer, 
and under no circumstance do we vary from this policy. On one 
or two occasions at the beginning of this plan we had requests for 
an extended period, especially when a competitive company had 
used the windows for a week, but we declined the request and since 
then have had no similar requests. All exhibits are changed at 











than ever before. 








IN WASHINGTON 


Today’s relationship between govern- 


ment and business makes our 99 years 
of emphasis on service in this field 


more important to our clients today 


THE RIGGS NATIONAL BANK 


of Washington, D. C. 
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the same time of the day and on the same 
day of the week. Space is assigned weeks 
in advance. This serves two purposes. 
First, it gives the customer sufficient time 
to prepare a suitable display. Second, it 
eliminates the demand for postponing the 
date to allow more time for preparation. 
In other words, the time is assigned and 
even though the exhibit is not ready at the 
scheduled time it is removed at the sched- 
uled time in order to make way for the 
succeeding exhibit. 

“Our impressions are very favorable to 
a plan to make space of this nature avail- 
able to exhibitors, for we have found them 
to be very grateful. 

“We hope that this information will be 
helpful to you.” 

Joun S. Smitu Vice-president, 
Farmers Deposit National Bank 

Pittsburgh, Penna. 








Advisory Service on Home 
Building 


Strs: Believing that other banks ac- 
tively operating under Title II of FHA may 
find our plan effective in their cases, we are 
pleased to submit it to you. 

In furtherance of the federal housing 
plan, we are sponsoring in our banking 
quarters every afternoon a free advisory 
service by local registered architects. The 
adv vantage of competent architectural sup- 
ervision on new construction means much 
to prospective builders. There have been 
instances where the customers’ attempt to 
draw floor plans have resulted in rejections 
by the Federal Housing Administration 
office. Having the benefit of architectural 
service, we know that when the plans are 
drawn, they will be acceptable to the Fed- 
eral Housing Administration and the house 


will have a better resale value. Obviously, 
also, the time required for the commitment 
by Federal Housing Administration will be 
minimized. 

Our total volume under Title I is $39,- 
848.62, of which $33,483.07 is presently 
outstanding, representing 8 per cent 
of our local advances, exclusive of 
real estate loans. Our average initial loan 
is $300. 

Servicing of the loans has been extremely 
simple. No monthly notices are mailed. 
The few delinquents each time are 
contacted by telephone or mail, and in 
only two instances have delays in remit- 
tances run into the fifteen day “penalty 
period.” 

We have recently segregated FHA loans 
from our discount department, having one of 
our savings tellers handle these at his win- 
dow in conjunction with other work. The 
psychology of this move has seemingly 
stimulated additional interest. We are 
meticulous in accepting these credits, 
whether over the counter or through supply 
houses. The recent ruling of the FHA re- 
garding refrigerator paper has opened a 

urther fertile field, with the additional 
protection of chattel mortgages, properly 
recorded. 

While the volume of Title I loans will 
doubtless continue to develop more rapidly 
than Title II, we enjoy a fair volume of the 
latter, which should increase as the public 
is educated to their attractiveness. 


Betry Sutton, Advertising Manager, 
The American National Bank of Kalamazoo, 
Kalamazoo, Michigan 


Impressed with *‘ Retirement 
Pensions” 

Sirs: We were very much impressed by 
the splendid article in your July issue on 


“Retirement Pensions” by Mr. Kenneth 
M. Morrison. 





I should like to get a small supply of this [ 


issue in order to supply inquiries from cer- 
tain financial institutions. Could you spare 
fifty copies? 

E. C. McDona tp, Assistant Secretary 


Metropolitan Life Insurance Company, 
New York City 


The Turn on Home 
Building 


Sirs: I read with considerable interest 
the article by George H. Patterson on home 


building in the July issue of Clearing House 


and thought some local information might 
be of interest. 

We have approximately fifteen hundred | 
rentable units in our various apartment 


houses in Detroit and as of the middle of § 


this summer have less than 5 per cent 
vacancies. In the single residences, two 
flats, and incomes in the Northwest and 
North sections we have no vacancies at all. 


k 


In the West and East we have less than 5 4 


per cent vacancies. 
During the entire year we have done aff 
considerable amount of rehabilitation work 9 


especially along the lines of outside repair- 7 


ing and painting and I rather imagine that | 


which we have used plus the labor em-} 


the many thousands of gallons of = 


ployed has contributed to the comeback 
in Detroit. 


Cart L. Brapt, Vice-President, 
Equitable Trust Company, 
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- Federal Deposit Insurance Einorition oo 
Comptroller of the Currency, Federal Reserve Board, Reconstruct- 
ion Finance Corporation, U.S. Treasury, American Bankers Association, 
Reserve City Bankers, State Bank Commissioners, Bank Auditors 





lo Sunplify 


Bank 
K.XAMINATIONS 


Federal agencies and associations 
combine to stop costly duplication 


An Interview with 


HERMAN B. WELLS 


Chairman, Permanent Standing Committee on Standardization of Call Reports 
and Earnings and Dividend Reports 


that if all of the different institu- 
tions demanding periodic state- 
ments of condition, all of those which 
send assorted crews of examiners in to 
go through essentially the same mo- 


B thetir al are pretty well agreed 


miscellaneous work for the sake of some 
problematical value to the general pub- 
lic — that if all of these varied organisms 
could find a common ground for simpli- 
fied procedure, it would be a happy 
day, indeed. Certainly. there is need 
§ for examinations. Certainly call reports 
have their functions. Certainly re- 


quests for statistics and even ques- 
tionnaires may serve some _ useful 
purpose. 

But it is the multiplication and 
senseless duplication of these assorted 
activities which cause the banker to 
tear out his hair in handfuls. In small 
banks it overworks some officer who is 
already doing enough work. In large 
banks, it means taking the head book- 
keeper off his regular work about 
twelve days per month because he is 
the only man in the bank able to lay 
hands quickly and economically upon 
just exactly the combination of facts 
called for by each of the supervisory 


by ARTHUR VAN VLISSINGEN, JR. 
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ing Committee 
—for the National As- 
sociation of Supervisors 
of State Banks 





M. Jj. FOX, JR., 
Secretary, Permanent Stand- 
ing Committee 
—for the Federal De- 
posit Insurance Cor- 
poration 





EDWARD L. SMEAD, 


Member, Permanent Standing 
Committee 


—for the Federal Re- 
serve Board 
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agencies. And when the final returns 
are in—at Washington, at the state 
capital, at the district Fed, or what not 
—the net results to banking and to the 
public fall far short of what it costs to 
do all of this work. Not to mention 
what it costs the public payrolls to 
support the thousands of employees 
and officials who would not be needed 
if the whole thing were co-ordinated in 
some simple, efficient fashion. 

The concept is not original or indi- 
vidual. Like the discovery of anes- 
thesia, it seems to have sprung simul- 
taneously from half a dozen sources. 
All of which merely indicates that it is 
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just so much more pressing a problem 
than might seem at first glance. 

Late in May the generality that 
“somebody ought to do something 
about it’ took shape in a preliminary 
conference at Washington. The official 
title of the meeting was ‘Preliminary 
Conference on Standardization of Call 
Reports and Earnings and Dividends 
Reports.”” It was called under FDIC 
auspices. Represented were the Ameri- 
can Bankers Association, the Comp- 
troller of the Currency, Federal Deposit 
Insurance Corporation, Federal Re- 
serve Board, National Association of 
Bank Auditors and Comptrollers, Re- 





Minimum number of reports 
req ired (See note “A” 


STATI Condi- Earn- Direc- **Re- 

tion ings tors  quire- 

ment 
Alabama 2 (a) 1 
Arizona 3 (a) 1 3 
Arkansas 2 ] 2 
California 3 2 1 3 
Colorado 3 2 2 2 
Connecticut 3 (a by) 2 
Delaware 4 2 1 
Florida 3 2 2 2 
Georgia 4 l 2 
Idaho 3 2 2 2 
Illinois 4 2 2 
Indiana 3 3 
lowa (ce) 1 4 2 
Kansas 1 1 2 
Kentucky 5* 3 
Louisiana i (d) 2 2 
Maine (c) (a) l 1 
Maryland K 2 2 
Massachusetts 5* 2 3 
Michigan 3 2 2 2 
Minnesota } l 2 2 
Mississippi 3 l 1 
Missouri 3 1 l 2 
Montana rae 3 1 2 


A. NUMBER OF REPORTS REQUIRED 


* Indicates maximum requirement. 


(ec) At discretion of supervisor. 


(Have been coded as follows) 


listed below: 
Arizona: 
California: 


Indiana: 


Rhode Island: 





SUMMARY OF STATE LEGAL REQUIREMENTS— 


Governing Construction of Reports of Condition 
and of Earnings and Dividends 


**Legal requirements governing form construction (See Note ‘‘B"’) 


APPENDIX A—NOTES 


(a) Earnings information obtained from state examiners’ reports only. 
(b) Requires audit by CPA rather than directors’ examination. 


(d) Earnings information obtained from directors’ examination. 


B. LEGAL REQUIREMENTS GOVERNING FORM CONSTRUCTION 


1. Now using Federal form or a form strictly comparable. 
2. Could use Federal form without any change in statutes. 

(In most of these cases construction is left to discretion of supervisor) 
3. Specific statutory requirements at variance with Federal forms. 


Analysis of other real estate owned. 
Reports must be departmentalized. 
Uninvested trust funds; shares of and loans to affiliates. 


Overdraft analysis; analysis of other real estate owned; list of deposi- 


Deposits payable in more than ten and less than thirty days not 
considered demand; requires display of trust funds and of loans to 


Entire form written into the statute. 


Kentucky: 

tory banks. 
Massachusetts: 

individuals and corporations. 
Nevada: 
New York: Preferred deposits. 


Deposits payable in more than ten and less than thirty days not 
considered demand; reports must be departmentalized; analysis of 
trust funds: list of securities owned and analysis of their values. 


Minimum number of reports 
required (See nute “A” 


STATE Condi- Earn- Direc- **Re- 

tion ings tors quire- 

ment 
Nebraska 4 2 2 2 
Nevada ; 3 3 
New Hampshire 5* (ce) 2 2 
New Jersey . 2 1 
New Mexico 5* » 2 
New York 4 3 
North Carolina 3 1 2 
North Dakota 3 1 2 
Ohio } 1 1 2 
Oklahoma 4 2 2 
Oregon 3 1 2 2 
Pennsylvania 2 2 1 2 
Rhode Island 5 1 3 
South Carolina 4 (a ) 2 
South Dakota 3 2 2 2 
Tennessee..... 2 2 
Texas («) 1 2 
Utah 4 1 1 
Vermont. 1 2 1 
Virginia 3 1 1 
Washington 3 1 2 
West Virginia 4 2 2 2 
Wisconsin 3 1 2 2 
Wyoming. . 3 1 2 1 


Tnese requirements are 











construction Finance Corporation, Re- 
serve City Bankers Association, State 
Bank Commissioners, and U. S. Treas- 
ury. Moreover, these groups were well 
represented in quality if not in quan- 
tity. 


A sixteen-page program of work 
awaited the conferees. Preliminary 


studies had been going on for some 
while. Summaries were included in the 
agenda showing the legal requirements 
governing construction of reports in the 
forty-eight states, of items appearing 
on condition report forms currently in 
use. Questions affecting a possible 
standardization had been figured out, 
outlined, and were laid before the dele- 
gates for their consideration. For two 
days the conference labored, in com- 
mittees and in general session. Then 
it adjourned pending call of the per- 
manent chairman. In the interim il 
had gone over the ground thoroughly, 
arrived at a general understanding ol 
divergent viewpoints (of which there 
were surprisingly few) and appointed a 
small committee to do the foundation 
work which would permit the next 
meeting to make specific recommenda- 
tions in such form that they could be 
put to use. 

The Permanent Standing committee 
is composed of the following: Herman 
B. Wells, for the National Association 
of Supervisors of State Banks, Chair- 
man of the committee; M. J. Fox, Jr., 
Chief, Division of Research and Sta- 
tistics, FDIC, Washington, Secretary 
of the committee; Edward L. Smead, 
Chief, Division of Bank Operations, 
Federal Reserve Board, Washington; 
George C. Haas, Director, Division of 
Research and Statistics, Treasury De- 
partment, Washington; Philip R. 
Clarke, President, City National Bank 
and Trust Company, Chicago, for the 
Reserve City Bankers Association; 
Geo. O. Vass, Vice-President, Riggs 
National Bank, Washington, for the 
American Bankers Association; and 
Arthur J. Linn, Comptroller, Hamilton 
National Bank, Washington, for the 
National Association of Bank Auditors 
and Comptrollers. 

Mr. Wells, chairman of the confer- 
ence as well as of the committee is 
secretary of the commission for Finan- 
cial Institutions of Indiana, and super- 
visor of banks and trust companies 
there. Mr. Wells knows the banker’s 
side of the story from serving as travel- 
ing secretary of the Indiana Bankers 
Association. He knows the theories 
and history of banking, for he has been 
a member of the faculty of the School 
of Business Administration of Indiana 
University, and has very recently be- 
come dean of this school. He knows 
the supervisory aspects at first hand, 
having served as secretary of the com- 
mission which drafted the progressive 

Indiana financial legislation and sub- 
sequently as chief supervisory officer 
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of the state. And he holds no illusions 
that the present situation is desirable 
from any standpoint. 

His general idea is that the state- 
ment form —reason for the conference 
—is of importance primarily because 
it is the earliest implement in point of 
the historical development of bank 
supervision, and secondarily because it 
is the first step in present-day super- 
vision. But from the supervisor’s 
standpoint, the called report means 
very little. No bank credit man would 
think of o.k.ing a loan without far 
more detailed information than a pub- 
lished statement usually supplies. No 
supervisory official would consider, in 
these days of rapid travel and com- 
munication, that he should use the 
statement form even as a stepping-off 
place for adequate supervision. 

In the opinion of Mr. Wells, and 
presumably of most of his colleagues 
on the permanent committee, the 
called statement is more a _ vestigial 
remnant of an earlier type of super- 
vision than it is a useful tool in today’s 
supervision. In his view, it has today 
two principal functions. One is to 
inform the public. The other is to 
provide the basic statistics for studies 
on a state or national scale. Unques- 
tionably a statement form can be de- 
vised which will do a far better job of 
informing the public, if this function is 
legitimate and important, than do 
today’s usual published statements. 
Just as surely, the purposes of legiti- 
mate statistical study can be better 
served by call forms which set forth 
the desired information in more usable 
and useful form. 


S the statement form stands today, 
Wells considers it a hopelessly in- 
effectual compromise among its var- 
ious supposed functions: Supervisory, 
wherein it is practically useless; In- 
ternal guidance of the bank’s manage- 
ment, which it does not guide because 
any bank large enough to require tabu- 
lar management figures obtains them 
in much more useful form; Public 
information, which it really does not 
give in sufficient detail to supply any 
worthwhile facts to the man sufficiently 
conversant with banking to make 
intelligent use of a bank’s figures; 
Statistical, for which it is practically 
useless except inside one system or one 
state. 

“We are frequently asked, since the 


4 





rene 


SE 


meeting in Washington last May,” ex- 
plains Chairman Wells, ‘‘just what 
results may be eventually looked for if 
this conference really gets some results. 
Speaking only for myself, not for any- 
one else in the conference, I see the 
results logically divided into immediate 
and ultimate. The immediate results 
that I look for are twofold: 1. Inducing 


all of the various supervisory organ- 


7 


) sms to adopt the same report forms, 
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so that when a report is made out for 
the state banking department it will 
also serve the FDIC, the Federal Re- 
serve System, and so on. This would 
save an infinite volume of man-days of 
labor in making up the data. 2. De- 
veloping a form of report which will be 
shaped by an adequate realization of 
the real functions of such a report, and 
which will accomplish these functions. 

“The ultimate results should be 
broader. It seems to some of us that 
co-operating to standardize the pub- 
lished statement form should really be 
just the means of our learning to work 
together. If we can get some worth- 
while results by this co-operation, it 
should show the way for some much 
larger, more substantial achievements. 
For one thing, there exists a crying 
need for standardizing examining pro- 
cedures. If the bankers of this country 
are as smart as my experience has led 
me to believe that they are, they are 
aware of the advantages to be gained 
and they will not let this undertaking 
die when the conference has standard- 
ized published statement forms. Work- 
ing through their state bankers asso- 
ciations and through the American 
Bankers Association, they can force 
this conference to lead on to standard- 
ization of examining. And once exam- 
inations become standardized for all of 
the examining bodies, tremendous 
gains can be attained for all concerned. 

‘What the various examining bodies 
require is not widely different. 
National bank examiners, state bank 
examiners, Federal Reserve Bank ex- 
aminers, FDIC Bank examiners, clear- 
ing house examiners —all are primarily 
concerned with maintaining banks in 
good shape to serve the public safely, 
and to restore to healthy condition in 
the briefest possible time those whose 
condition becomes less than satisfac- 
tory. The facts which one group needs 
are essentially the same as those re- 
quired by every other group, and any 
differences in requirements could easily 
be supplied by adding a few points to 
what should eventually be the standard 
examination procedure. 

“Once this is attained, there is no 
reason why the present duplication of 
examining cannot be done away with. 
For example—and not because it is 
materially unlike any other duplication 
of examining —consider the state super- 
vision and the FDIC supervision. 
Instead of having two complete sets of 
examining crews ranging over a single 
state for these two bodies, they can and 
should get together. The set-up should 
present no real difficulties. If the state 
body will co-operate, the FDIC might 
station a head examiner in the state 
office as a review examiner, or the state 
department might place a review ex- 
aminer in the FDIC. Just for a start- 
ing point, assume an FDIC man in 
the state office. Most of (See page 22) 
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tion by the National Safety Ba 
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The National Safety Bank andj 
Trust Company, Broadway andi 
Thirty-eighth Street, announced yes+ 
terday a new checking service un- 
der which no minimum balance is 
required and no monthly charge is 
made, but instead depositors pay a 
commission of 5 cents for each item 
deposited and for each check issued. 
The plan, called the “checkmaster 
plan,"’ is designed primarily for the 
use of small depositors who do not 
use many checks or who find it in- 
convenient to maintain substantial 
bank balances. It is also available, 
however, for use in handling pay- 
rolls. A business desiring to use 
the plan will credit each employe 
with his individual salary by a de 
posit to his account at the bank, 
covering the deposits by a single 
a The employes will receive 

uplicate deposit slips and may then 
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A new checking account service for the 
public .... with a profit in ut for the 
bank. ...is hailed by the New York press 


by 
ALEXANDER EFRON 


Vice-president, The National Safety Bank & Trust Company 
of New York, New York City 


F I had written this article several 
months ago it would have been 
in the nature of a hopeful fore- 

cast. It would have been predicated 
on a hope that the idea we had 
formulated and completed in theory 
would, indeed, be the answer to a 
tremendous need in banking today. 
I would have said for general 
publication —as I said among those 
of us who had worked on the idea — 
that I hold this idea to be necessary, 
compelling and absolutely vital to 
the welfare of thousands of people, 
as well as for a stimulant to banking 
itself. I would have pointed to the 
profound need of banks and bankers 
reawakening the urge to save money 


as they once maintained them; and 
lastly, among people who were never 
given the opportunity of using the 
service of a bank, such as this idea 
held out to them. 

Had I written these things several 
months ago I would have fully and 
frankly realized that the conclusions 
were based totally upon exhaustive 
investigations among persons in all 
walks of life; from information ob- 
tained from them first hand as to why 
they no longer used the service of 
banks although they wanted to very 
much, and could find no reasonable 
way of doing so. I know I would have 
been writing theoretical conclusions 
alone, although reached, as I said, 
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Men, women, children danced, 
sang, rang bells in the streets 
of Harlem and_i 


A’New York banker, Alexander 
Efron, of the National Safety 
Bank é& Trust Company, has an 
idea that might interest other 
bankers in these depression days. 
Knowledge of human nature tells 
him that many would like to have 
14 9 bank account and a check book 
that can’t.“bank” with George F 
Baker, Jr., of the First Nationa 
Bank, because he wil] not taki 
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Front page publicity was given the an- 
nouncement of the new plan for small 
checking accounts 





New York World- Telegram 
Bank Takes Checking Accounts from Dollar Up; 
Braddock Among First of White Collar Patrons 





Workers who like to write checks 
but can’t afford to maintain a mini- 
mun Ualance lined up today at the 
windows of the National Safety 
Bank and Trust Co., Broadway and 
38th St. to open “white-collar 
checking accounts” designed by Al- 
exander Efron, vice president of the 
institution. 

First in line was Mrs. Verna Long, 
who has quit her job at Macy’s to 
devote {full-time to being “Miss Typ- 
ical Consumer,” an honor for which 
she was chosen at the recent Indus- 
trial Arts Exhibit. 





Mrs. Long opened an account for 
$25 and promptiy drew a check for 
railroad fare to the Adirondacks for 
a vacation. The transaction cost her 
ten cents—five cents for the deposit 
and five cents for the theck. 

Other “white collar” workers who 
showed up were James J. Braddock, 
& pugilist recently on Home Relief; 
May Robson, an actress, and several 
members of the Folies Bergere. 

“The system was developed as a 
result of pressure from the public for 
cheaper checking accounts,” said 
Mr. Efron. 





“Tt should be a boon to wage earn- 
ers, professional and salaried people, 
earning from $25 to $80 a week, 
who want to pay their bills by check. 

“The whole idea is to cut down 
the overhead for serving accounts. 
There will be a charge of five cents 
for each item deposited. and a 
charge of five cents for each check 
drawn. The bank will retain the 
canceled checks but will produce 
them if a depositor wishes to prove 
payment of a bill. 

“An account may be opened for as 
little as $1. There will] be a penalty 
of $1 for overdrawing.” 








from a long study of today’s social and 
financial conditions, but theory, never- 
theless. 

But writing of the idea today —the 
idea which is called simply, The 
CheckMaster Plan —I can safely write 
of it in retrospect, and not just as an 
idea but as a system installed success- 
fully and operating beyond our deepest 

hopes for it and its accomplish- 

ments, thus far. I can point to the 
yet fantastic fact that in the 


National Safety Bank & Trust Co., | 
in New York you can open a check- 7 


ing account with any amount from 


$1 upwards; you can draw checks | 


for any amount from a few cents 
upwards; and you are not compelled 
to carry a stipulated minimum bal- 
ance. 
the depositor is required to pay a 
uniform charge of 5 cents for each 
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From the revue Folies Bergeres came mem- 
bers of the ballet to open accounts. They 
are shown with the bank’s chairman of the 
board, Charles Richter, standing, and 
president, Max J. Schneider, seated 


check drawn and a like sum for each 
item deposited. That fantastic fact, 
briefly, is the CheckMaster Plan. 

Sufficient time has passed to speak 
of factual results, and to answer many 
questions put to us on the installation 
of what seemed to many an incredible 
and wild idea. The questions: Did it 
work? Did you get many new deposi- 
tors? And what sort of depositors? 
What did the newspapers say? Did 
it cause any additional expense in 
your bank? Is the system difficult to 
operate? Are you and your deposi- 
tors satisfied? And many more ques- 
tions in a similar vein. And in this 
brief article I intend to answer as 
many as I can. 


BRIEFLY, the records show that we 

have tapped new wells for banking. 
Within two weeks after the Check- 
Master Plan was installed we had 
gained nearly 2,000 new depositors 
from all walks of life—persons who 
expressed their praise unstintedly for 
the plan. They include secretaries, 
stenographers, lawyers, doctors, news- 
papermen, small business men, house- 
Wives, policemen, masons, carpenters, 
accountants, all sorts of wage earners 


and many men and women in the‘ 


$5,000 a year bracket. 

We spoke to many of them, and 
asked frank questions requiring frank 
answers. What did they think of the 





Heavyweight Champion James J. Braddock was one of the first to open accounts. The 
group includes, left to right, President Schneider, Champion Braddock, and Brad- 
dock’s manager, Joe Gould 


plan? What feeling did it give them? 
The answers were unhesitant and 
enthusiastic. It gave them a feeling 
of security, of a new desire to bank 
money. It gave them a feeling of 
dignity and even importance and self- 
respect. Many women -—housewives 
who were compelled to carry sums of 
money on shopping tours — were happy 
because the plan afforded them easier 
means of budgeting their money, and 
the freedom of fear of losing their 
money while going through the stores. 
A number of them said there was a 
certain feeling of pride in having a 
check book with a checking account to 
back it up. It gave them a feeling of 
growing wealth, of being placed on a 
plan that was heretofore closed to 
them —because it is generally known 
that at least a $500 balance must be 
maintained in a checking account, and 
the CheckMaster Plan broke down that 
barrier for them. We were thanked 
by many for bringing the dignity of real 
banking service to them, and letters 


have come by the hundreds from all 
over the country requesting more 
information, and asking if it weren’t 
possible to open an account by mail. 

Still, a few more angles emerged 
from the many we had anticipated, 
and some we hadn’t. There is one 
deeply important one we saw before 
we installed the plan, and one which 
many employers are now seeing and 
are in the process of adopting. The 
CheckMaster Plan—we saw—was a 
powerful way to preclude cash payroll 
robberies; and also preclude the incon- 
venience to employees who are paid 
by check, of casting about to cash 
the check. 

You may ask: How can the Check- 
Master Plan preclude payroll rob- 
beries? The answer is, in this simple 
manner: Instead of the employer 
paying out cash, the employees open 
accounts in the bank and the employer 
deposits in their accounts their salaries 
each week, under the CheckMaster 
Plan. The employee can then draw 
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Above are forms used by the bank in operating the plan: 
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ledger and statement, 


deposit ticket, deposit book, check, and the check recap sheet, which takes the 


place of individual stubs for checks. 
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These are noteworthy pages from the copyrighted booklets issued by the bank in 


promoting the plan 








as many small checks as he desires, 
and it is obvious that a person can cash 
a smaller check at his favorite store, 
or wherever he cashes them aside from 
a bank. In this way the plan for the 
employee has the twofold purpose as 
stated above, and saves money for the 
employer, both in messenger service 
of delivery of cash from bank to office, 
and the time and labor in making out 
payroll checks or filling up pay 
envelopes. 

And another thing —before I go into 
how the CheckMaster Plan was born 
and how it works in detail —the news- 
papers of New York, and the nation 
gave the plan more space than we 
anticipated. Several New York papers 
considered it a revolutionary idea in 
banking, and held it good enough to 
give the plan front page space. Some 
of them commented editorially; the 
press associations sent it throughout 
the world. Arthur Brisbane, whose 
column “TODAY” appears in more 
papers than any other column in the 
world, applauded the idea in his 
column, and urged everyone who could 
to take advantage of this plan. He 
considered it one of the most human 
ideas in banking that has emerged for 
a long time, because it helped the 
masses of people who before were 


entirely ignored by our banking insti- 
tutions. 
TOW. Why did we formulate the 


CheckMaster Plan? The answer 
lies in the results already shown. It is 
based upon a simple, social concept. 
viz., security from financial worry. 
I saw what hundreds saw in the past 
several years—during the depression. 
It was not an original observation. 
We saw people losing money in banks, 
stocks, business enterprises, merchan- 
dise. Wesaw men to whom a $500 
checking account balance was at one 
time a mere pittance, become unable 


to afford a simple savings account. We 
saw people—who had money —hoard- 
ing it unsafely in their homes. We 


found —after months of investigation — 
that people wanted to 
money, that confidence in banks was 


returning swiftly; that they © still 
cherished the American ideals of 


security and fair play. From numer- 
ous interviews with friends, relatives, 
clients, even with 
receiving fair salaries, we found the 
banks were overlooking them; that 
when it came to real banking service, 
aside from a savings account with the 
permission of drawing one or two 
counter checks a month, the banks 
dealt only with the people in the big 
money. Then we saw the need —and 
strove for the answer. We saw what 
the accumulated average income would 


mean if captured and held safe in the ; 


bank for them. 
Wesaw this thing, which (See page 24) 
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THE Wasnt 


OuTLOOK 


by 


HENRY D. RALPH 


Washington Correspondent, The Burroughs Clearing House 


* * * * * * * 


The BANKING 


Adoption by both House and Senate in the closing days 
of the session of the compromise draft of The Banking Act 
of 1935 as agreed upon by the conference committee paved 
the way for a reorganization of the Federal Reserve System, 
and put into effect a permanent plan of Federal Deposit 
Insurance in place of that proposed by the original law. 
The compromise measure throughout shows the influence 
of Senator Glass but retains sufficient of the proposals of 
Reserve Governor Eccles to make it acceptable to the 
administration. 

On February 1, 1936, the present Federal Reserve Board 
will go out of existence and the President will appoint a 
new board of governors of the Federal Reserve System of 
seven members with terms of fourteen years each. The 
Secretary of the Treasury and Comptroller of the Currency 
will no longer be members. The President may designate 
the chairman and vice-chairman for terms of four years. 
Open market policies will be in charge of a committee 
comprising all seven governors and five representatives 
elected by Reserve banks voting in groups. Government 
securities may be purchased only in the open market, and 
Reserve banks must conduct open market operations as 
directed by the committee and must announce rediscount 
rates every fourteen days or oftener as required by the 
board. 

By affirmative vote of four members the board may 
change requirements of member bank reserves against 
time and demand deposits between the limits of requirements 
of present law and twice that figure. Member banks may 
secure advances from Reserve banks on their time or de- 
mand notes of not more than four months maturity at one- 
half of 1 per cent above the discount rate. Real estate 
loans may be made by National banks up to 60 per cent 
of value if on an amortized basis. 

Effective March first the chief executive officer of each 
Reserve Bank will be a president elected by the board of 
directors for a term of five years with the approval of the 
governors of the Reserve System. 

The new permanent FDIC 


plan provides annual 


* 








& 


* * * 


ACT of 1935 


premiums from insured banks of one-twelfth of 1 per cent 
of six months average deposit liability. Non-member banks 
may terminate their insurance within thirty days of 
approval of the act on written notice and the insurance of 
member banks ceases when they leave the Reserve System. 
State non-member banks having deposits of one million 
dollars or more must join the Reserve System by 1942 to 
retain insurance, but the Reserve Board may waive member- 
ship requirements for such banks. 

Amendments to other banking laws prohibit interlock- 
ing directorates except as to subsidiary banks of banks in 
different localities or types of business, or in two competing 
banks, with permission of the Reserve governors. The 
proposal to allow banks again to underwrite securities 
was defeated. 

These and many other changes in the Federal banking 
laws embodied in The New Banking Act are designed to 
unify and strengthen the country’s banking system and 
remove many of the uncertainties occasioned by the hasty 
legislation of 1933. The act greatly enlarges the authority 
and prestige of the Reserve governors and makes the board 
more autonomous than in the past and less subject to 
political influence than the plan first proposed by the 
administration. It also centralizes the Reserve System 
and gives it greater powers for controlling credit without 
placing it under government manipulation. 


The RFC Deals in Mortgages 





Two steps recently taken by the Reconstruction Finance 
Corporation are calculated to make it more attractive to 
banks to lend money on home mortgages under the amorti- 
zation plan of the Federal Housing Administration. The 
RFC has set aside $10,000,000 to be used in purchasing 
stock in national mortgage associations formed under the 
act for the purpose of buying and selling home mortgages 
insured by the FHA. Such associations, to be formed by 
private capital, will have a minimum capitalization of 
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$2,000,000 each, and the RFC will purchase stock necessary 
to meet this minimum where private funds are not sufficient. 

In addition, the RFC Mortgage Company has pledged 
that to the extent it has funds available it will buy and sell 
insured mortgages given for the construction of new homes. 
It will purchase these mortgages only from banks and insur- 
ance companies approved as mortgagees under Title II of 
the national housing act and only when these institutions 
show need for converting the mortgages into cash. As more 
than 40 per cent of mortgages insured by FHA are for new 
construction, this action provides liquidity for this type of 
mortgage, and the formation of privately financed national 
mortgage associations, which is expected in the near future, 
will extend this liquidity to insured mortgages for refinanc- 
ing homes and will make it possible for banks to invest more 
heavily in insured mortgages with the assurance that this 
type of paper will have a ready market if necessary. 


The FDIC Report 





Increased efforts by bankers to eliminate weak banking 
institutions in their communities is seen as one of the effects 
of the operation of the Federal Deposit Insurance Corpora- 
tion by Leo T. Crowley, chairman of FDIC, in issuing the 
annual report of the Corporation for the fiscal year ended 
June 30. Since the FDIC is a mutual enterprise and bank 
losses place burdens on a fund contributed to by all insured 
banks, Mr. Crowley says that it is now more than ever the 
concern of bankers to see to it that banks are soundly 
operated, that new charters are granted only when war- 
ranted, and that uneconomic institutions are eliminated 
through mergers. 

Twenty-two institutions carrying insurance had failed 
since the inception of deposit insurance eighteen months ago, 
all but three of which had been placed in liquidation prior to 
June 30. These nineteen institutions had total deposits of 
$4,088,000 of which the Corporation was liable to the 
amount of $2,760,000. More than 93 per cent of the total 
deposits of closed insured banks, other than those secured 
or subject to offset, were fully protected by insurance. 
More than 26,000 accounts, 99 per cent fully insured, were 
involved in the closures. Fifty-one institutions which were 
not members of the surety agency had closed their doors in 
the last eighteen months, involving deposits of $35,143,000. 
The corporation’s total income on investments, including 
the profits on bonds sold, after deducting provision for 
amortization of bond premiums, amounted to $9,057,195 
which compared with only $2,273,893 income realized for 
the period from date of organization to June 30, 1934. 

Operating expenses of the corporation exclusive of 
estimated losses on account of payments to insured deposi- 
tors in banks which were placed in liquidation amounted 
to $2,832,227 during the last year. This compared with 
similar expenses, including initial outlays, of $2,845,475 for 
the ten month period from date of organization to June 30, 
1934. Mr. Crowley estimated that operating expenses for 
the present fiscal year would not exceed $2,500,000, equiva- 
lent to 14/1000 of 1 per cent of the potential liability for 
insured deposits. The paring of expenses was made possible 
by drastic cuts in personnel which was reduced successively 
from 2,622 on December 31, 1933, to 955 on June 30, 1934, 
and to 742 at the end of the last fiscal year. 

There were 15,801 banks of all description in the country 
on last June 30, of which 14,279 were insured. These in- 
cluded 5,440 national banks and 987 state bank members 
of the Federal Reserve System, both classes being required 
by law to join the surety corporation. In addition, there 

were 7,784 state non-member banks and sixty-eight mutual 
savings institutions. The 1,522 uninsured institutions in- 
cluded 1,016 commercial and 506 mutual savings banks. 
Total deposits in insured banks are estimated at more than 
$41,000,000,000 as of last June 30. The corporation’s 
liability is placed at $18,000,000,000. Assessments paid the 
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Underwood & Underwood 
Adolph C. Miller, one of the original members of the Federal Re- 
serve Board, discusses the banking bill with Senator Carter Glass 


corporation by member institutions, amounting to $41,461,- 
326, will be credited in full against future assessments. 


The Kopplemann Bill 





Opposition of government officials doomed action this 
summer on legislation to provide additional credit facilities 
for small and medium-sized business establishments, but the 
issue may be raised again at the next session of Congress if 
it appears then that business does not have access to 
sufficient credit. 

Hearings were held by the House committee on banking 
and currency on the bill introduced by Representative 
Herman P. Kopplemann of Connecticut to establish an 
Intermediate Industrial Credit Corporation to make loans 
to small business, but the administration was cold to the 
idea and it was vigorously opposed by Jesse H. Jones, chair- 


man of the Reconstruction Finance Corporation, who told | 


the committee that his agency and the Federal Reserve 








banks are making loans to business wherever there are calls | 


which meet the restrictions laid down by Congress and that 
there is no real need for another lending agency. The 
Kopplemann bill would set up the Credit Corporation as a 


government agency with $100,000,000 of stock subscribed | 


by the Treasury and authorization to issue $1,000,000,000 


in bonds or debentures; to establish branches in all Federal | 


Reserve cities; and to make loans direct to business enter- 
prises secured by mortgages, liens or receipts, and to dis- 
count or purchase such loans made by banks and other 
financial institutions. 


Banning Gold Suits 





A compromise worked out in the Senate banking com- 
mittee paved the way for enactment of the bill to close the 


courts to suits on the gold clause in Federal Government | 


PES Lo 
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ESS 


securities and currency after the House had passed the | 


measure as prepared by the administration. 


As it passed 9 
the House the bill would stop all currency and security J 
suits, including some now pending, and would authorize § 
holders of securities containing the gold clause to receive F 
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immediate payment or to exchange them for new bonds, 
dollar for dollar. 

The Senate compromise, which was acceptable to the 
administration, closes the courts only to suits involving the 
gold clause or changes in the metallic content of the dollar 
and gives a period of six months in which such suits may be 
filed. The House bill was considered unnecessarily broad 
and as opening a possible avenue for unlimited inflation or 
repudiation of government obligations. 


New Security Offerings 





Increased offerings of new securities by industrial 
corporations is anticipated by the Securities and Exchange 
Commission in analyzing the trend of recent security 
registrations. Not only is the value of new security offer- 
ings increasing, but more and more are being issued by 
utilities and industrial concerns, whereas last year most of 
the new financing was done by investment trusts. While 
much of this has been refinancing to take advantage of 
lower interest rates, the SEC believes that this is paving the 
way for new borrowings. 


Federal Home Loan Agencies 





The Home Owners Loan Corporation eventually may 
become one of the largest owners of homes in the country 
as a result of its determination to foreclose on home owners 
who are able but unwilling to meet the payments on the 
mortgages held by HOLC. The corporation already is the 
largest real estate lending institution in the world, holding 
mortgages on close to a million urban homes, all of which 
are for long terms at low interest rates and with monthly 
amortizing payments, and it has instituted foreclosure pro- 
ceedings in nearly a thousand cases, an average of about one 
per 1,000. Although in practically every case the HOLC 
took over the mortgage in order to prevent the home owner 
from losing his home through default, a large share of the 
pending foreclosure actions are due to deliberate refusal to 
meet the payments although investigation has shown that 
the mortgagor is financially able to do so. Other cases are 
due to abandonment, death of the borrower, or legal com- 
plications. Where delinquencies are due to actual distress 
the corporation is lenient in granting extensions. 

HOLC officials are concerned over cases of deliberate 
default, particularly as some 
home owners are complaining 
that the government should 
not expect repayment and are 
seeking political influence to 
prevent foreclosure. A recent 
investigation of 5,000 requests 
for postponement of payments 
revealed that nearly 4,000 
of the home owners were 
well able to pay and were 
merely seeking to avoid their 
obligations. Requests were 
not granted. Because the 
mortgages are financed by 
bonds guaranteed by the gov- 
ernment, the HOLC has an- 
nounced its determination to 
maintain a good record of 
collections. Homes taken 
over on foreclosure will not 
be forced on the market in 
a way to depress real estate 
values, but will be rented 
and sold as the market war- 
rants. 

Not only the HOLC but 
the other agencies supervised 


International News Photo 


Peter Grimm, new Assistant to 
the Secretary of the Treasury to 
represent the Treasury in dealings 
On real estate mortgage loans 
with other federal agencies. Mr. 
Grimm has long been prominent 
in New York real estate and civic 
activities 
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by the Federal Home Loan Bank Board are now well 
established on a permanent basis. The Federal Home 
Loan banks report steady increases in outstanding ad- 
vances to the more than 3,000 member institutions, due to 
a reduction in the interest rate on bank advances to 3 
per cent and a growing demand for credit for home loans. 
In addition to the loans to members the Home Loan banks 
are now permitted to make loans to non-member institu- 
tions, such as commercial banks and mortgage companies, 
who are approved as mortgagees by the Federal Housing 
Administration. Such loans are made only on the security 
of insured mortgages and the interest rate is one-half of 1 
per cent higher than to members. New regulations for the 
Federal Savings and Loan Insurance Corporation permit 
holders of joint accounts also to have separate accounts 
insured up to $5,000; permit insured institutions to make 
loans more than fifty miles from their offices; cut the in- 
surance premium from one-quarter to one-eighth of 1 per 
cent; and simplify examination of institutions 

As a result of its activities, particularly in insuring 
shares and deposits in savings and loan associations, and of 
business conditions generally, the Home Loan Bank Board 
anticipated a general reduction in the interest rates on 
sound home mortgages throughout the country, and points 
to reductions recently made in various regions. The Board 
is also sponsoring a move to induce building and loan insti- 
tutions to attract financing from persons of comparatively 
large income instead of depending mainly on small savings 
for their capital, the theory being that in times of stress such 
people would not be so apt to make heavy withdrawals. 





The Question of Silver 


Slim prospects of success were in store for an eleventh- 
hour drive by inflationist senators from silver-producing 
states to force enactment of more inflationary legislation, 
such as payment of the veterans’ bonus with $2,000,000,000 
of greenbacks or refinancing farm mortgages with $3,000,- 
000,000 of greenbacks under the Frazier-Lemke bill. The 
Senate agriculture committee made a favorable report on 
the bill to repeal sections of the silver purchase act national- 
izing silver, licensing dealers, and placing a tax of 50 per 
cent on profits from silver dealings. Repeal of these sec- 
tions was opposed by the Treasury Department, but 
senators from silver states contended it would hasten the 
rise in the price of silver and would give American dealers 
the benefit of the Treasury’s silver buying activities. Silver 
senators have complained that the Treasury is not pursuing 
a sufficiently aggressive policy in purchasing silver and 
boosting the price, and in issuing silver certificates, to which 
President Roosevelt replied that the administration is acting 
vigorously and in good faith under the silver purchase act 
and that day-by-day actions are being guided by the public 
interest. 


Outlook for Stabilization 





Administration officials are of the opinion that interna- 
tional agreement on stabilization of currencies must await 
developments abroad, particularly in the gold bloc coun- 
tries, and are inclined to believe that these countries may 
yet be forced off the gold standard. Thus the Federal 
Reserve Board took occasion to comment on the slow but 
constant drain on the gold reserves of France, Holland and 
Switzerland and the trend of events which indicates 
that this will continue. Unbalanced budgets and over- 
valued currencies are being cited as causes of the flight 
of gold. 

If any of these nations leave the gold standard, the 
action will have considerable effect on world prices. 

There is no change in the attitude of the United States 
Government in holding itself ready to discuss stabilization if 
approached by other nations. 





In this article Mr. Bell sets up 
a routine for making pur- 
chases and controlling supplies. 
He suggests a plan for fixing 
the purchasing responsibility 
to the end of promoting econ- 
omy ...applying the procedure arg ate 


to small as well as big banks 


NE of the greatest opportunities 
() for savings in bank operations 

is through eliminating waste by 
correct purchasing procedure and by 
correct handling of supplies after they 
have been received from suppliers. 
This statement applies much more 
generally to the average run of banks 
than to the very large institutions or 
those organized in chains or groups, 
since the banks below the very largest 
size seldom take the trouble to organize 
properly for purchasing. 

This assertion about the opportunity 
for savings is not based on hunch. It 
is the measured conclusion arrived at 
from checking over the purchasing 
situation in the numerous banks in 
Northwest Bancorporation Group. 
Whenever we have gone into a bank 
which has newly entered the group, 
we have found prevailing purchasing 
practices which necessarily permit 
waste. And the reason for these 
practices is uniformly that the manage- 
ment of the smaller bank has failed to 
realize the great savings which may 
be made through proper purchasing 
methods. 

First step in proper purchasing is to 
organize an operating committee. In 
an institution of ordinary size —let us 
arbitrarily say between $1,000,000 and 
$50,000,000 of deposits —this commit- 
tee should consist of the president or 
operating vice-president, the cashier, 
and an assistant cashier. The seniors 
are needed to make the decisions when 
large expenditures for equipment are 
under consideration, equipment which 
would result in changes in personnel, 
and so on. The junior is, in effect, a 
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Correct purchasing procedure brings economy 


CONSTRUCTIVE 
PURCHASING 


part-time purchasing agent who not 
only does the actual buying from sales 
representatives but also gets up the 
facts and figures for submission to the 
seniors in proposals involving major 
outlays and reorganizations of routines. 
While the other duties of such a junior 
prevent his becoming a past master of 
purchasing, he can by ‘conscientious 
effort and study develop methods and 
procedures which will give his bank a 
really substantial financial return on 
his time. He can do all of the detail, 
plan the methods, and take them 
higher for o. k. And if he gets co- 
operation from the seniors, this work 
of his will necessarily prove very 
profitable to the bank. 


T seems hardly necessary to go into 

the mechanics of dealing with sales- 
men. Obviously they deserve courte- 
ous, prompt attention. Outside of 
large centers where a salesman may 
stay several days, it is almost inevitable 
that salesmen must be seen as they call; 
if any closed hours are held to, it will 
exclude many salesmen who are travel- 
ing on fast schedules and who may 
have something to offer which the 
bank will profit by learning of. Like- 
wise, it pays to give every salesman an 
opportunity to state his case. This 
was forcefully brought home in our 
department only the other day. A 
salesman came in offering a gadget 
which at first glance seemed utterly 





out of the question. As we listened, 
however, we began to see its possible 
application. The result was that our 
banks obtained first claim on_ this 
device in our communities, which 
means a very distinct competitive 
advantage to us, we are convinced. If 
we had not been held to our unfailing 
rule of giving every salesman a chance 
to tell his story, we would have missed 
it —for at first it looked hopeless for us. 
All of which does not mean, of course, 
that salesmen should be encouraged to 
spend the day simply because the bank 
is air-conditioned, or that they should 
be permitted to hurry a customer call- 
ing on bank business. 

Certain rules of purchasing proce- 
dure have been developed in our 
organization through experience, some 
of them of a type which required con- 
siderable time to prove them out. Let’s 
look at a few of these. The first is that 
the purchasing officer should join the 
local association of purchasing agents 
if there is one in his community. Here 
he will learn a lot of purchasing 
technique from rubbing elbows with 
more experienced buyers, and likewise 
he will pick up valuable market tips 
about the probable course of leather — 
guide to buying pocket check book 
covers and other leather items —and 
other basic commodities from men 
who spend their full time studying 
market trends. At the same time, we 
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Correct handling of supplies 
eliminates waste 


by 
E. P. BELL 


General Purchasing Agent, Northwest Bancor- 
poration, Minneapolis, Minnesota 
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Ii—Purchasing Procedure and 
Storeroom Control 


speculative forward buying, which is 
not the proper function of a bank. 

Likewise, it is good business to stick 
to good manufacturers and good brand 
names. We discourage looking always 
for the lowest price. Quality and past 
experience must always be considered. 
Classic horrible examples are found in 
the purchasing agents who buy gyp 
brands of metal plates for addressing 
machine use, only to find eventually 
that all of these must be replaced with 
the standard brand which does not 
wear out ribbons and eat holes in 
paper —he spends just as much to buy 
the standard brand, and emboss it, as 
if he had bought these in the first place, 
and meanwhile he has spent the extra 
cost of buying and embossing the low- 
quality plates, not to mention wear 
and tear on his machines. Similarly, 
the “smart”? buyer who buys adding 
machine paper purely on price, only to 
have it clog the type and the machinery 
with lint, tear off at critical points, 
and so on. 

We find it wise to make a compre- 
hensive check of equipment offered by 
all manufacturers, in order to keep 
posted on progress in the arts. An 
occasional trip to a business show is a 
good start toward such an investiga- 
tion. But we do it only once in a 
great while. Meanwhile we consci- 
entiously stick to those manufacturers 
who have been giving us good equip- 
ment and satisfactory service on it. 
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A view of the storeroom of the Northwest Bancorporation at Minneapolis 


Once we have made such a research 
and made our decisions, there is no 
use getting ourselves all stirred up, 
and spending experimental money on 
another survey of the same field right 
away. 

We do not go after either super- 
quality merchandise or after the lowest 
priced possible. Super-quality stuff 
costs disproportionately too much per 
unit of value. Cheapest possible is, in 
the long run, even more expensive 
than super-super. We pick our way 
carefully down the median line. For 
instance, in our quantities we can pay 
anywhere from $1 to $2 a box for 
carbon paper. The higher priced 
carbon of these two gives many more 
clear impressions, probably costs less 
per acceptable impression than does 
the $1 carbon. But somewhere in 
between, in the neighborhood of $1.20, 
we find a good quality carbon which 


gives more clear impressions per cent 
of cost than does either the super- 
quality or the junk. 

Incidentally, on the subject of type- 
writers and typewriter supplies, it is 
worth commenting that the competent 
purchasing agent relies upon facts 
rather than upon the preferences, and 
prejudices, of employees. Stenog 
raphers demand all hardnesses ot! 
pencils; yet every authority on short- 
hand agrees that a reasonably soft 
pencil is best for this purpose. If 
stenographers and typists disagree 
with our choice of supplies, this is 
merely too bad. It is in the long run 
less expensive to hold to standards of 
carbon paper and ribbons than to buy 
all over the place merely to satisfy the 
whims—or perhaps the genuine idio- 
syncrasies—of a rank-and-file em- 
ployee. Of course, if the president 
of the bank likes to write his own 








14 


letters and has a quaint preference for 
the 1913 model of a typewriter no 
longer manufactured, it is probably 
more economical to find him what he 
wants than to try to standardize him 
too! 

We caution our managing officers 
not to give a junior the purchasing 
authority and then take it away from 
him again. This is a common tempta- 
tion in banks where purchasing has 
been done by just anyone. It vitiates 
the value of a purchasing set-up so 
rapidly that it is better not to make 
the original set-up. Or better still, be 
careful not to overrule the purchasing 
officer unnecessarily. 

Naturally a purchasing officer gains 
specialized knowledge which others 
without his experience lack. This 
information should be committed to 
writing in a central purchasing record, 
where it will be avai able if the pur- 
chasing officer falls ill, quits, or is run 
over by a motor truck. In our group 
we use a central purchasing record 
with visible index cards, one card for 
each form number in our list. The 
form number is printed on each form, 
and when we discard a form we re- 
assign the number. These cards are 
filed numerically, with an alphabetical 
cross-reference by the name of the 
form. Likewise we catalog all forms 
in a scrapbook, so that we can find 
‘them easily. On our index card we 
show a complete description of the 
form, its name, date purchased, source, 
quantity, average monthly consump- 
tion, and shelf number which repre- 
sents its location in the stock room. 
We keep the index close at hand, where 
it may easily be referred to when 
interviewing salesmen. 

No matter how skillfully the pur- 
chasing may be handled, and with 
what good results, the saving is only 


Preparing supplies for shipment to banks of the Northwest Bancorporation 


started up to this point. It is neces- 
sary to control the stock, to handle 
and store it properly. It is easy, with 
faulty methods, to waste more in the 
stock room, and to permit more loss 
through wasteful consumption, than 
you can save by efficient buying and 
long-headed planning. 


"THE first requisite to control is a 

locked stock room, with an individual 
in charge who will neither get careless 
nor be so technical as to interfere with 
operation. And the room itself must 
meet certain specifications. It needs 
to be dry, well-lighted, reasonably 
dust-tight, not overheated. Our own 
stock room is air-conditioned, along 
with the rest of the bank interior, and 
this is ideal because it keeps paper 
stock under optimum conditions. In 
a damp room paper will mildew and 
curl; in a hot dry room, it will dry 
out and become brittle. Exposed to 
sunlight, it will yellow and crack. 
Carbons and ribbons dry out if 
humidity is not right. Shelving must 
be provided, since material stored on 
the floor will be used as a stepladder 
for reaching upper shelves. We use 
steel shelving, which is economical, 
adjustable, and over the years less 
expensive than wooden shelving. The 
adjustable feature is of particular 
importance, since the high cost of 
storing is due to the cost of the build- 
ing space rather than the cost of shelv- 
ing. It is therefore important that 
shelving be planned to fit the quantities 
of various items. Lost space plays 
havoc with storage expense, and like- 
wise results in higher labor costs in 
handling the supplies, since employees 
must walk farther and reach higher 
than if the storage were compact. 

We refer to our stock room as a store- 
room, using one term interchangeably 
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with the other. Storeroom is really 
the better term, for it puts the em- 
phasis on what the room should be, 
literally a store. Here we receive and 
carry the stock we have bought, sell 
it out to the operating departments, 
taking not money nor accounts re- 
ceivable but memoranda which happen 
to be requisition forms but which 
serve on the expense ledgers of the 
bank exactly as well as currency. In 
many banks printing and stationery 
are purchased and charged direct to 
the department using it. We do not 
follow this procedure. Rather, we 
charge it to Printing and Stationery 
Account, then charge it out to operat- 
ing departments as they draw it by 
requisition. Requisitions are accumu- 
lated monthly into single figures per 
operating department, and thus go 
into departmental cost analysis. And 
when we have the actual stocks in the 
storeroom, with requisition records 
showing the rate of consumption rather 
closely, we have a real basis for esti- 
mating our rate of consumption far 
more accurately than if we merely 
went by the frequency of orders sent 
to the supplier. 

Control of supplies falls into in- 
control and out-control. And of the 
two, the in-control is probably more 
important because it involves actual 
transfers of cash from our possession 
to the possession of outside suppliers, 
and we should know that we are 
obtaining value. The man or woman 
in charge of the stock room must keep 
alert to the quantity on hand, espe- 
cially when it begins to scrape bottom. 
We make a practice of checking every 
thirty days the balances on hand and 
the monthly consumption. Say we 
find that we have on hand 20,000 of a 
form which we use at the rate of 
25,000 per month; we must get our 
order placed immediately. If we have 
90,000 on hand, we may well place our 
order now for delivery six weeks for- 
ward —at a price commensurate with 
the opportunity we are giving the 
manufacturer to produce our order in 
his slack time at a great saving, and 
to plan his own production. 


HE storekeeper makes out a pur- 

chase requisition when he finds a 
supply running low. This is referred 
by our purchasing department to the 
department manager who uses the 
form, for possible changes or even 
elimination of the form. From this 
department head it comes back to the 
purchasing officer for the actual buy- 
ing. When the order is placed a dupli- 
cate copy of the purchase order goes 
to the storeroom as the receiving 
clerk’s copy to check the goods in by. 
When the goods are received, the clerk 
o. k.’s the order copy and returns it to 
the purchasing department as_ his 
receipt and to attest that (See page 22) 
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' AMERICAN NATIONAL BANK 
AND TRUST COMPANY 
of Kanye 


Saux Time 


BANK BEFORE 11 O'CLOCK ON SATURDAYS 


. .. Employes of many firms cash 
weekly pay checks between 11 and 12 o'clock on 
Saturday mornings, resulting in a crowded bank 
floor. You will be doing yourself a service by arrang- 
ing to do your banking before eleven to avoid 
delays occasioned by these Saturday-at-ll 
crowds. Commercial banking hours Saturday 9 to 12. 








Tellers at the American National Bank and Trust Company, Chicago, 
give last-hour customers the ‘‘Bank Before 11 O’clock’’ card shown above 


Saturday Rush Hour 


ite movie theater had leveled off 

its peak loads 
price inducements. It got him to 
thinking. His institution could not 
offer price cuts, but it could offer slack- 
hour customers better service as the 
inducement. 

Perennial problem in city banks is 
the last-hour rush on Saturday, fitting 
climax to the last-hour rushes of the 
five preceding days. The combination 
of crowding a full day’s business into a 
half day, the natural postponement of 
firms’ banking until the last moment, 
the preponderance of customers need- 
ing cash pay rolls on Saturday for noon 
pay-offs, and the influx of employees 
coming to cash pay checks—all of 
these combine to make it a peak load 
lowering above and beyond all others. 
Payers’ windows develop long lines of 
waiting customers, despite opening the 
maximum number of windows and 
working at top speed. 

Officers of the American National 


A BANKER noticed that his favor- 


by early-hour 


Bank and Trust Company of Chicago 
early in 1935 decided the time had 
arrived for doing something about the 
Saturday last-hour rush. As_ they 
analyzed the problem, their reasoning 
ran about as follows: 

1. The bulk of the excess load comes 
in the last banking hour because of 
customers’ habits, although it is obvi- 
ous that some customers are forced by 
circumstances beyond their control 
to come in at this particular time. 

2. It is probable that at least half 
of the customers who appear in the 
lobby late on Saturday morning could 
just as well come earlier. 

3. They would come earlier if only 
they recognized how much time and 
effort this would save them. 

4. It therefore behooves the bank to 
associate in the customers’ minds the 
ideas that the last hour of Saturday 
is a time-eater and that the earlier 
hours of Saturday are time-savers. 

5. Such mental association is best 
accomplished by showing the facts in 


Here is what one bank is 
doing to meet that peren- 
nial problem... the rush 
of last minute customers 


by 
ARTHUR 


VAN VLISSINGEN, Jr. 


logical, understandable form —and then 
courteously but persistently repeating 
these facts ad infinitum. 

The largest single section of Satur- 
day morning peak load comes in the 
form of industrial and commercial 
cash pay rolls. These occupied the 
head payer all of each Saturday 
morning; they had the dual disad- 
vantages of taking him away from 
ordinary window business just when 
he was most needed, and making pay 
roll messengers wait for long periods 
while he worked at high pressure on 
the jobs at the head of the line. 


AS a beginning, the officers in charge 

of accounts needing Saturday pay 
roll cash were assigned the duty of flat- 
tening out this peak. By personal con- 
tact with such customers, by telephone 
calls and by letters, the officers em- 
phasized the idea that, “We’re here 
to give you the service you want. If 
the best way to obtain your Satur- 
day pay roll cash is 


(See page 27) 
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Here’s a new slant on 
the board of directors 
..anda practical idea 


by 


HAL G. VINCENT 


Cashier, State Savings Bank of Otsego, 
Otsego, Michigan 


for 


THE BOARD OF 
DIRECTORS 


ANK directorships, like the 
measles, break out on the careers 
of many small town men who ex- 

pose themselves to the purchase of ten 
shares of stock while hankering to be 
“in on the news.” 

It’s lots of fun, once each month or 
so, to get together as delegates-at- 
large, (without the wives), gossip over 
the financial affairs of the neighbors 
and exchange yarns, perhaps consid- 
erably remote from the immediate 
business at hand, while actually re- 
ceiving a few dollars pin money. And 
it is again becoming quite a distinction 
to be accorded a place upon the bank 
board, particularly if the institution is 
enjoying the returning confidence of 
its clientele. 

How many small town bank direc- 
tors direct and how many are directed? 
Which ones actually assist in solving 
the problems and which are figure- 
heads? What board doesn’t usually 
contain several “‘yes’’ men who are sold 
on every suggestion the cashier makes 
and agrees with every policy suggested? 
Ile is, by reason of his job, they argue, 
closer to each situation and better able 
to judge the merits of each proposal. 

But the depositors. Don’t they ex- 
pect that each board member will pro- 
vide, in his management of the bank’s 
affairs, the same sound principles and 
efficiency that have accounted for his 
personal success in his individual busi- 
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The Board of Directors of the State Savings Bank of Otsego, Otsego, Michigan 


Keeping Directors 


ness? Little do they realize how rela- 
tively unimportant are most of these 
successful men to the bank which they 
“direct.”” In reality all directors en- 
dorse its soundness by lending to it 
their good names and reputations. In 
pledging both many directors attempt 
to drive a spirited horse without a 
firm grasp upon the reins. 

To be sure, one of the requirements 
of the banking law is that loans previ- 
ously made by the cashier shall be read 
at each board meeting, together with 
the expense account. Whoever criti- 
cizes the cashier’s judgment in making 
any of these loans, particularly if 
assured that past experience with such 
debtors has always proven satisfactory, 
or that the financial statement or se- 
curity (not investigated by the direc- 
tors) is ample? Who analyzes the 
expenses (hurriedly read) to determine 
whether they are justified and essen- 
tial? What board members know any- 
thing at all about bonds, and why will 
they delegate judgment and responsi- 
bility for the purchase and sale of 
thousands of dollars of such securities 
to an employee who at best is no more 
than a novice in this specialized field? 

Is a regular meeting held each 
month? One is missed occasionally, 
isn’t it? Perhaps you have a full 
attendance, perhaps a quorum. Three 
men of a board of five will constitute a 
legal quorum for the direction of the 


bank’s affairs and its half million dol- 
lars in deposits, and perhaps those 
three men aren’t worth $10,000 be- 
tween them. In the two hours set 
aside each month or so for these meet- 
ings, how efficiently can the directors 
discuss and decide many of the major 
problems of every bank when three- 
fourths of that allotted time is em- 
ployed in the meager work of minor 
routine and the other quarter used for 
a good monthly chin-chin, gossiping 
pow-wow, interspersed with a good 
story or two about Mae West or the 
quintuplets. 


Hew thoroughly does the examining 
committee go through its routine of 
inspection? The cashier and the clerks 
do most of it, don’t they, and the 
examining directors sign the blanks? 
Except for the individual loans read 
at the board meetings, what provision 
is made for the periodical inspection of 
the note case, grouping notes and de- 
termining if aggregate loans to certain 
persons have exceeded the amounts to 
which they are entitled? 

Why is a director? Isn’t it true that 
many of them don’t know exactly why 
and that that is the real difficulty? 
They think of their bank connection as 
something to talk about, but not to be 
concerned about. Their cashier is a 
right smart fellow. His ideas work out 
pretty well, he’s honest and convincing, 
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CONPIDS TIAL 
CASHIER'S REPORT FOR JUNE 1038 


PAGE ONE 
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elue 
ns Bank trust fund ogset 


Cc Citizens 
te Benk 
- v 1 sortgsre r i _ 7 : 
aa nen eooyeneo = origtonl Taree Pegnceh wrth & 
euc This is * 
O - renevel, no recu 


— er PROFIT & LOSS ACCOUNT SINCE JAN. 2 
Income from interest collected, #11 sources hes - 08 
Service charges 493.18 
Suspense +13 
Interest pele 428.23 
eserve for July lst interest on savings book accounts 1,250.00 
Expenses paid 2,763.83 
NBT PROFITS FROM OPERATIONS os i 

tS? 


STATEMENT OP CONDITION 
Zune 30, 1955 


Cash on hand end in denke $135,387.48 
U.S. & U.S. gt'd bonds et epproximate market prices 127,319.97 
Wunicipel bondi . * a 6,275.30 
Other wperketebdle bonds * ® * 29,912.80 


short term 


Colleterel trust notes 
TOTAL LIQUID ASSETS « 


$314 ,398.55¢ 
31,818.12 


Notes 
Mortgages 14,353.02 
Benk 15,000.00 


blog 
Purniture and Pixtures 
TOTAL RESOURCES 


Dewend deposits 
Tine deposits 


$1¢9, 749.26 
205, 895.32 
Capitel 


$376,444.56 

40,000.00 
Surplus 16,000.00 
Undivided Profite 4,225.34 
Reserve for contingencies, taxes, etc. 7. 
TOTAL LIABILITIES 


*Totel liquid assets sre 84£ of totel deposits. We are in & position to 
invest up to in good locel loans if they can be found. Directors 
will please beer In wind that this condition existe end offer our loaning 
facilities where you may heve opportunity to do so with sefety to good 
isks. 


TRANSFERS MADE THIS MONTH PRO¥ CURRENT BANK TO TRUST FUND 


tI 605.50 Henry Saith mtg. on Lincoln Ave. house. 
This type of house heard to sell. 
wonthly rentals epplied. 
$19.65 Frenk Jones house in Jonesville now under foreclosure. 
1,235.00 Fred Broen atg. on his Court St. home. 2 1 yesr delinquent 
interest, two yeers unpaid taxes. Capacity to pay limited. 
#111 require foreclosure. 
1,000.00 J. Doyle mortgege on hie grocery store. 
em't of mtg. 
160.00 Hazen Curtis note. Slow and questionable. 
49.55 Cleude Beck note. Consider honest but incgpaciteted. 
180.00 Carrying value of Americen Elec. Power Co. defeulted bond. 


Interest delinquent. 
Arrengewents meade to have $¢ 


Ppty not worth double 


500.00 Golf Club reel estete bond. No comments needed. 
We should consider trensfer, in the neer future, of the following assets 
for the reasons stated: 
2,775.00 Guy Murray's etx mortgages on houres which ere not modern end 


in good repair. 
800.00 Pred Price mortgege on Cadillec St. home. Ppty worth ebout 
$1,200,00. 


17 


8 
MONRO 


Monroe's mortgege is 
the edditional sus of tises.bae Pnete Uneecee eg ents t8O yeor'e taxes ana 


On note un: 
oez an ne fate stock his store end no credit. Re bed ne capacity to 
,* 000 "ene | enree cerseeete to whos I fee) I could sett nee prety 
s cen ® e will c 
vantage In elon see cence teet ion including the note. 6} Re eS 
e 6 
pullaieg tpwiti eet his quit clea seed cea tt, | think, mith the Boate's 


° 1 
oebgeh lmmedtetely we cou wh we can't sell the 


ire then we have 


RAYMOND MORTOAOES 
® ue ten months int: 
Sater Street. ree nterest on the mortgs 
i poe wl t Seee on the double 
pi : @t $1,800.00 is @ls8o too high conside 


oe house on 
f the beck interest on’ tee PeyBOnd Knows it. He he 


ring the 


think, t o Freodbnoe¥i. pay it otherwise. Reymond ole eerie 

him some paint Jobe see tine FOr us and I deileve we shosig creer tettns: 
that might benetit us A seeh the wells of ou ond: Sa “ped eiving 
g00d wages, * Giving bin crecit on the mortgage for his letor ee 


MCLAVOHLIN 


a BLANKET Bonps 
Ving studied the wert 
believe thet we thould avail oe 


ers blanket bond ineuren: 
@dditional coat, ts 


Ourselves of its edded edva: 


coverege, 
T will explein tn @eteil at next meet! 


H 
nteges at sli 
Be. ently 


THE COMPTON Company 
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700 rry Case note. Slos. 

289.40 Lyle Johnson note. Very slow. Agrees to pey $10 @ month. 

138.00 George Thompson's chattel mortgage on property worth about 

100,00. Slow, 

3,770.00 Jas. Peter mortgege on the menufecturing plent, summer cottege, 
etc, (See comments below) 




















The cashier’s confidential report is 


he knows more about his profession 
than most directors, so why not let 
him do the work and the worrying. 

Well, that’s fine Somehow in our 
bank the directors don’t feel just that 
way about their cashier. Perhaps it is 
because he has not been here long 
enough to convince us he is infallible. 
It may be that, having previously 
burned our fingers, we know something 
about the uncomfortable feeling which 
survives an experience of that nature. 
At any rate, we are beginning to feel 
that his job of bank directing entails 
quite as much close application and 
effort as the term and title imply, that 
is, if one accepting that delegated 
responsibility fulfils the duties thereof 
in a manner that is really expected 
of him. 

Consider our cashier. He has had 
over 20 years executive banking ex- 
perience and he seems to know what 
he is doing. We think he is just as 
qualified to discharge the duties of his 
office as any man we might employ. 
He probably knows, for instance, as 
much about bond investments as any 
well informed country banker, but the 
question is, ““How much is that?” We 
employ the services of an investment 
counsel firm. Why should we expect 
our bank manager to be adept in a 
specialized field which is so changing, 
complicated and distorted as to re- 
quire the constant supervision of a 


mailed to directors after the first of the month 


Ur-To-Date 


corps of experts? And, moreover, why 
should our cashier be permitted arbi- 
trarily to follow the freely given advice 
and counsel of some bond or brokerage 
house whose only remuneration is in 
commissions on purchases and sales? 


UR board of directors does not own 

our bank, in fact our holdings of stock 
are very nominal. There have been 
bank failures in our city, and just so 
long as we have anything to say about 
the affairs of our institution we are 
determined that any part of any future 
troubles cannot be laid at the door of 
an inefficient, inactive, rubber-stamp 
directorate. When we took the helm 
here we decided first, that we would 
hire a competent manager and pay him 
all he was worth, but to stop there 
would not solve our future problems. 
He is supposed to be more than an em- 
ployer and more than a listener —he is 
a doer, and each of his colleagues are 
assistant doers. He, first of all, acquires 
a first hand knowledge of what his 
stock of merchandise and his receiv- 
ables consist of before he offers the 
former for sale or attempts to collect 
upon the latter. He reinspects and 
reappraises the real estate securing the 
mortgages and, with the help of the 
cashier, takes pictures of the buildings 
and indexes them for use of the ex- 
aminer and for future reference. The 
appointed loan committee, which meets 





At directors’ meetings the cashier’s 
report serves the chairman as a 
guide and work-sheet 


once each week, counsels with the 
cashier in the consideration of all but 
minor new loan applications, and re- 
views all paper maturing during the 
week ahead, advising the cashier what 
should be asked of the borrower in each 
instance. A note, when taken, is 
marked in such a manner as to indicate 
whether it is a new loan or renewal, and 
in the latter case, the number of times 
it has been previously renewed and the 
original amount. 200/2R50 means 
original amount $200.00, this being 
the second renewal with a reduction 
this time of $50.00. We crowd pay- 
ment of all notes showing several re- 
newals, thus keeping our note case in a 
strictly current position. 

We do not feel that a board of direc- 
tors should spare the time to review at 
the board meeting all the loans made 
during the previous month, the expenses 
of the bank and other such routine 
matters when there are usually so many 
things of special import which require 
the counsel of these men. We accom- 
plish this in a different way. Imme- 
diately after the first of the (See page 24) 
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and Robbery 
LOSSES 


The ambush attack is becoming more 
frequent... Holdups breed on other 
holdups ... An authority tells what 
happens and what to do about it... 


Photos by Brown Art Studios, Detroit 


NUCCESSFUL holdups in a given 
i. territory give rise to a succession 
of holdups, and the banks that 
offer the least resistance to attack are 
always the first ones to be victimized. 
It follows that wherever preventive 
measures have been taken to make 
holdups unprofitable the result is a 
movement of bandits to less dangerous 
and more lucrative sections. 

In discouraging an attempted hold- 
up, the banking premises should re- 
ceive first consideration. Bandits 
customarily survey banks before at- 
tempting an attack. Weak spots are 
detected and become the basis for the 
plan of action. Sliding sash windows 
within ten feet of the ground and facing 
on alleyways, poorly-lighted streets, 
rear or side lots, courts or areaways, 
offer little resistance to forced entry. 
The advisability of installing substan- 
tial bars on such windows, and also on 
skylights, should be considered. Banks 
should keep all doors, except the main 
door, locked at all times. Wooden 
frame doors and those having glass 
panels, unless they open on _ well- 
traveled streets, should be reinforced 
and barred. All doors should be 
equipped with substantial locks. Cellar 
windows and doors and coal chutes 
should be fully protected if access to 
the banking rooms can be gained from 
the cellar. 

Though both large and small banks 
are successfully attacked, it is a fact 
that, in proportion, fewer large banks 
are attacked than small ones. The 


point here is that as the force of em- 
ployees in the bank increases in num- 
ber, the size of the bandit gang must 
increase proportionately. For this 
reason, small and moderate-sized banks 
should endeavor to keep a maximum 
number of employees on duty through- 
out the day. Banks whose working 
force does not permit leaving more 
than one employee on duty during the 
noon hour should close during that 
period. Other banks should stagger 
lunch periods in a way that will keep 
more than half of the force on duty at 
all times. 


T is recommended that where the 
equipment of the bank permits it, all 
doors leading to the banking enclosure 
be kept closed and locked when the 
bank is open for business. The delay 
occasioned by the necessity for opening 
the door at the bandit’s demand will 
add to the time required to complete 
the raid. Delay always assists in mak- 
ing a raid unsuccessful. When bandits 
enter a bank they frequently direct 
employees to remain still or herd them 
to the rear of the institution. The pur- 
pose is to prevent employees from 
having an opportunity to press an 
alarm button. If it is necessary for 
bandits to direct one employee to open 
an enclosure door, that employee may 
have an opportunity to set off the 
alarm. 

Ambush attacks are becoming more 
frequent. One method followed by 
bandits is to gain entrance to the 
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Counter cash should be reduced to a 
minimum and any surplus placed in a 
teller’s locker 





All doors to the banking enclosure 
should be kept closed and locked when 
the bank is open 


premises of the bank during the night 
and await the arrival of the personnel. 
As employees enter for work they are 
overpowered. Next the officer possess- 
ing the combination is forced to open 
the vault, giving the bandits access to 
the cash and securities. When the 
bandits are unable to gain access to the 
premises during the night, they may 
overpower the janitor or first arrival 
at the bank in the morning and await 
the remaining employees. 

In this type of attack the bandits 
have the advantage of little danger ol 
interruption by customers or of having 
their activity in the bank observed. 
Large loss as a result of such an attack 
can be prevented. The first precaution 
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Bandits survey banks before attack. Windows and 
doorways that are not barred offer little resistance 


The use of the delayed time lock is a 
safeguard for employees as well as 
for the bank’s funds 


is to set the time lock on the vault to 
release as near as possible to the open- 
ing hour of the bank. <A safe or chest 
within the vault should be equipped 
with a regular time lock, set to release 
approximately one hour after the bank 
opens for business. Within this safe or 
chest may be kept the bank’s reserve 
cash and all of the securities on hand. 
Sufficient cash to permit the bank to 
operate during the first hour of the day 
can be scattered outside of the time 
locked safe in locked safe deposit boxes. 

Where regular time lock equipment 
is not owned, and the bank is unwilling 
to install it, the use of delayed time- 
lock is recommended. The period of 
de!ay should be set for thirty minutes. 





The first arrival in the morning should be on guard 
against an ambush attack when entering the bank 


by 


F. B. CLORAN 


Bank Division, American Surety Company of New York, New York City 


As an additional precaution against 
ambush, it is suggested that a signal 
system be arranged for use by em- 
ployees in the morning. There are in- 
numerable variations of a signal system 
which might be developed by a bank 
with a little consideration. As an 
example, a certain employee might be 
designated to arrive first. That em- 
ployee should not know the combina- 
tion of the vault or safe. Upon his 
arrival in the bank he should inspect 
the premises, and if everything is in 
order, arrange a signal to be observed 
by all other employees before they 
attempt to enter. The signal may con- 
sist of setting window shades at an 
agreed height, setting a certain sign in 
a window or removing it, turning on or 
off certain lights, or telephoning to an 
employee on the outside giving him a 
code message. 

To reduce the exposure on the prem- 
ises, it isrecommended that small banks 
transfer securities owned by them to 
correspondent banks or to the Federal 
Reserve for safekeeping. Those securi- 
ties that are retained on the premises, 
including safekeeping and trust securi- 
ties should, if possible, be protected by 
regular time lock or delayed time lock 
during the entire working day, to pre- 


vent loss through daylight holdup. 
Collateral securities should be scattered 
among locked safe deposit boxes. 
Powers of attorney should be removed 
and filed separately, to reduce the 
negotiability. Collateral should by no 
means all be brought into a cage each 
morning and left during the day. Only 
such collateral as is required for that 
day’s business should be brought out. 


WHA respect to the reserve cash in 

the bank, time lock or delayed time 
lock protection is recommended. If a 
bank does not have this equipment, 
the reserve cash should not be kept in 
receptacles containing securities, but 
should be scattered as much as possi- 
ble. Cash kept within the bank should 
be reduced to a minimum consistent 
with efficient operation. 

It is recommended that cash in the 
tellers’ cages should likewise be re- 
duced. A heavy counter-cash exposure 
is a temptation to bandits. Tellers 


might well experiment with using no 
more cash on the counters than an 
amount equal to 1 per cent of deposits. 
The majority of banks appear to be 
able to operate conveniently with this 
amount. Many actually find that they 
can operate with less than 1 per cent, 





20 


while occasionally banks need a greater 
amount. In smaller banks, if $2,000 or 
$3,000 in excess of the 1 per cent mark 
is scattered among two or three locked 
safe deposit boxes, it will be found that 
counter-cash can be replenished with- 
out inconvenience. 

The question has been raised occa- 
sionally as to the possible danger to 
employees in the use of delayed time 
lock equipment. The facts indicate 
that delayed time lock protection safe- 
guards employees. Bandits are familiar 
with this equipment, and are aware of 
the fact that it is impossible for anyone 
to open it unless the required time has 
elapsed. The installation alone is often 
sufficient to discourage a holdup. If 
a holdup is attempted, and the equip- 
ment is found, it is the experience of 
bankers that bandits content them- 
selves with taking what is more readily 
available. On the other hand, where 
reserve cash or securities are protected 
by combination lock, any officer or 
employee who refuses to accede to a 
demand to release the combination is 
subject to possible violence. 

The necessity of handling payrolls, 


state, municipal post office or private 
deposits, should not be permitted to 
increase the amount of counter-cash. 
Such increases in cash should be pro- 
tected by delayed time lock or should 
be scattered among locked safe deposit 
boxes. A reserve of cash may be kept 
in the cage of the head teller, reducing 
the remaining tellers’ cash to an abso- 
lute minimum. This discourages a 
holdup of the entire bank or of indi- 
vidual tellers. The head teller’s cash 
should be protected in a locker that is 
equipped with a delayed time lock and 
that is installed in his cage. This 
locker should have a slot in the top 
permitting the deposit of large sums 
of money or excessive receipts, without 
requiring that the locker be opened. 


"THE in-transit or messenger hazard 

should receive the careful attention 
of all bankers. Not only should the cash 
and securities conveyed by the mes- 
senger be given adequate protection, 
but also the safety of the messenger 
should be considered. When it is 
necessary for a messenger to convey 
money or securities in excess of $5,000, 
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he should be accompanied by an armed 
guard. Where it is found practicable to 
transport this property by automobile, 
it is desirable that it be privately 
owned. Frequently the co-operation 
of the local police can be secured and 
an officer furnished as an escort. If the 
money and securities carried are not 
bulky, they should be carried in an 
inner pocket of the messenger’s clothes. 
If they are too bulky to be carried in 
this manner, they should be wrapped 
in paper to attract as little notice as 
possible. Care should be taken to 
practice irregularity as to the time of 
the trip made by the messenger. If it is 
practical the route should be varied 
from time to time. It is further 
advisable to rotate guards and mes- 
sengers, so that bandits will have dif- 
ficulty in scheduling their movements. 
Finally, the dispatching of messengers 
should be supervised by an officer. 

One of the most important features 
of protection is alertness and vigilance. 
Bank officials and employees should be 
constantly watchful to intercept and 
forestall any action detrimental to the 
bank’s safety. 








As a service to banks 


large buildings and industry. 


This Thing Called Air Conditioning—An 
impartial thirty-two page treatise on the subject 
of air conditioning published in simple language | other negotiable instruments intended to assist 
as a service to the air-conditioning industry by a 
company manufacturing control systems. 
booklet covers conditioning for homes, 


Municipal Bonds—A series of ten booklets | 
constituting a study of municipal bonds. 


NEW BOOKLETS FOR BANKS 


The Burroughs Clearing House is glad to publish a list of 
new and timely booklets that are available without charge. Requests for copies should 
mention the booklets desired by name and should be addressed to The Editor, The 
Burroughs Clearing House, Second Boulevard and Burroughs Avenue, Detroit, Mich. 


| banks, 
The | 


offices, 


Specific 


A Book of Check Styles—This booklet con- 
tains reproductions of a wide range of checks and 


business houses, 
selection of check styles, 
sizes for various uses. 


Some Fundamentals of Social Progress— 
Can the desire for social progress be squared with 
economic realities? 


in the 
printing, and 


and printers 
paper, 


Alfred P. Sloan, Jr., President 
























subjects covered in the booklets include: 
ment Merits, Considerations 
Bonds, Legal Safeguards, 
Revenue Issues, and others. 

Residential Building—An investment sur- 
vey on the current outlook for residential building. 
It covers distress real estate, building costs, home 
financing, and discusses the importance of home 
building in the business revival. 

Bank Bandits Detour—Here is a twelve-page 
booklet that goes into detail on the safeguarding 
of money and securities and that likewise presents 
the essential elements of bank holdup protection. 

The Story of Living Protection—A well 
balanced program for the individual, says this 
booklet, consists of: a bank account, life insur- 
ance, and a living protection reserve. It outlines 
a plan for building up the protection reserve. 


Invest- 
in the Choice of 
Recourse in Default, 


General motors Corporation, has answered the 
question in an address that has been reprinted 
and is available for general distribution. 


How Modern Store Fronts Work Profit 
Magic—An illustrated booklet showing before 
and after pictures of store fronts that have been 
modernized. Of special interest to loan officers 
and other bank officers handling retail store 
accounts. 


Insurance Facts You Should Know—A 
booklet devoted to a discussion of the history, 
theory, and growth of mutual fire insurance in 
the United States. 


Economics and United States Govern- 
ment Bonds—An investment bulletin dealing 
with government issues and the current market, 
and also treating on the portfolios of banks. 
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**Equal Justice Under Law,”’ is the inscription above the entrance 
to the new Supreme Court Building in Washington 


peccont CouRT 
DeclsIons 


by 


CHARLES R. ROSENBERG, Jr. 


Guarding against defective bonds . . . A question of trust 
depreciation = Assignment of warehouse receipts ... The 
SEC's legal powers . . . The garnishment of trust income 


Defective Bonds 


Banks and other investors may lose 
heavily through legal defects in munici- 
pal and other public bonds, as is 
apparent from a recent Florida case. 

The owners of certain school district 
bonds which remained unpaid brought 
suit for their money. The school 
district defended on the ground that 
the bonds were void. The bonds, it 
appeared, had been issued under a 
special statute found to be in conflict 
with the controlling provisions of 
the State constitution. Among other 
things, the State constitution provided 
that school district bonds could be 
issued only after the qualified voters 
had voted in favor of the issue. No 
election had been held with reference 
to the bonds sued on. 

The court refused to allow the bond- 
holders to recover, pointing out that 
the purchasers, as well as the school 
district, were supposed to know the 
law governing the issuance of such 
bonds. (Fidelity Life Association vs. 
Board of Public Instruction, 10 Federal 
Supplement, 657.) 


Trust Depreciation 


May a trustee bank withhold out 
of income payable to the trust bene- 
ficiaries, an allowance to cover depreci- 
ation of the trust property? 

In a case before the United States 


Circuit Court of Appeals for the 
Seventh Circuit, the trustees of an 
estate had reported a depreciation of 
the trust property, but had not with- 
held any depreciation allowance from 
the income paid to the beneficiaries. 
However, one of the beneficiaries, in 
her income tax return, claimed a 
depreciation allowance. 

This, the Court ruled, would not be 
permitted because her income from 
the trust has not actually been reduced 
by depreciation. Further, the Court 
said, in the absence of an enabling 
provision either of State law or of 
the trust instrument itself, the bene- 
ficiary could not be required to suffer 
a deduction from income in order to 
enable the trustees to set up a depreci- 
ation fund. (United States vs. Blow, 
71 Federal Reporter, Second Series, 
141.) 


Warehouse Receipts 


Warehouse receipts may be good 
collateral, but must be carefully dealt 
with, is one of the conclusions to be 
drawn from a recent District of 
Columbia case. 

A non-negotiable warehouse receipt 
was assigned to an assignee who 
notified the vice-president and general 
manager of the warehouse company 
that the assignment had been made. 
The receipt provided that no transfer 
would be recognized unless entered 


on the books of the warehouse. The 
notice of transfer given by the assignee 
to the vice-president and _ general 
manager was not entered on the ware- 
house books. 

As a result, the goods represented 
by the receipt were delivered to the 
original owner. 

At suit against the warehouse com- 
pany, the assignee recovered a verdict 
for the full value of the goods. The 
notice given to the vice-president and 
general manager, the court held, was 
binding on the warehouse company. 
His neglect to note the transfer on the 
books was not available to the ware- 
house company as a defense to the 
assignee’s claim. (76 Federal Re- 
porter, Second Series, 978.) 


Trust Garnishment 


To what an extent is an interest ina 
trust available to the creditors of a 
trust beneficiary, where the instru- 
ment creating the trust expressly ex- 
cludes such creditors from attaching 
or otherwise seizing the trust income? 
The Supreme Court of New Hampshire 
recently handed down an opinion in 
which the principles involved in such a 
situation are ably developed. Briefly, 
the Court held: 

1. That where payment to the trust 
beneficiary is contingent upon the exer- 
cise of judgment, discretion and opinion 
on the part of the trustee, (See page 28) 









the particular quantity 


(From page 14) 
ordered has been received. Overruns 
and underruns are common, and allow- 


able, in printing, and our records 
must be right so that we know what 
we actually have on hand. 

This acknowledgment is posted in 
the visible index control record, then 
is filed in an alphabetical suspense 
file, by name of supplier, to await 
receipt of invoice. When the invoice 
arrives, it is reconciled with the dupli- 
cate of the purchase order to check 
quantity and price, and the price now 
goes onto the purchase record visible 
index card. Now we o. k. the invoice 
and it goes to accounts receivable for 
payment. 


HEN stock is received, it is 

then checked for quantity and 
quality, and is placed upon the shelves 
in its assigned location. For efficiency 
in storing, we request manufacturers 
to put the form number and name on 
their label on the outside of each 
package. 

Previous to our present system we 
had a good deal of waste, for lack 
of proper records and storeroom 
facilities. The particular lack which 
brought the greatest losses was that 
‘ we did not use requisitions to obtain 
supplies from the storeroom, but 
permitted any employee to go to a 
stock room and pick out what stock 
he wanted. Thereby we lost all control 
just as surely as the auditing depart- 
ment would lose control of cash if all 
money were kept in an unlocked central 
room where any teller might go to 
replenish his counter cash, leaving no 
record or receipt behind him. 


Constructive Purchasing 


Perhaps I have been talking in 
terms of stock keepers and receiving 
clerks at a rate to discourage the small 
bank which has no need for any such 
full-time employees. Actually a small 
bank can do an equally good job, 
usually with a higher class of per- 
sonnel, than can the large bank. Our 
recommendation to member banks of 
our group is that they appoint as 
storekeeper either the head book- 
keeper or else the safe deposit custodian. 
Both of these people are experienced 
in detail work, and recognize the 
necessity for accurate records. They 
can swing the storeroom job in a 
small fraction of their time, and do it 
excellently. 

Particularly in a smaller bank, the 
storeroom should be open only a 
limited time daily, preferably in the 
early morning before life has begun 
crowding the bookkeeper or custodian. 
Requisitions should be receivable at 
this time only, and the storeroom 
should never be opened at any other 
time without the specific permission 
o.k.’d by the cashier or head purchas- 
ing man—this to discourage careless- 
ness and forgetfulness in ordering. 
In the small bank, the person pre- 
senting a requisition usually receives 
the supplies then and there. In a 
larger bank, it is advisable to require 
early-morning requisitioning to per- 
mit efficient, economical stock-picking 
later in the day, and delivery toward 
the end of the day’s work. In some 
large institutions the storekeeper and 
his assistants make daily deliveries, 
sometimes having certain days assigned 
as storeroom days for given depart- 
ments, on which days these depart- 
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ments must file their requisitions and 
receive the goods which are hauled to 
them later. In other institutions, ours 
among them, the departmental mes- 
senger boy places the requisition early 
in the morning, and calls for his pur- 
chases in late afternoon. We have in 
the storeroom a couple of bin trucks 
especially designed for delivering sta- 
tionery and supplies. Each depart- 
ment’s daily order is stacked separately 
in the outer room of the storekeeper. 
The office boy comes in, loads his stock 
on the truck, wheels it away to his 
department, and must then promptly 
return the truck to storekeeper. 


WE have a physical inventory once a 

year, which happens to be often 
enough because of the rather elaborate 
records that we maintain. In ordinary- 
size banks, where such records are not 
feasible, we recommend physical inven- 
tory of the storeroom at least twice a 
year, and preferably even a little 
more frequently. 

This is a bare outline of the methods 
that we follow for proper purchasing 
organization and for thrifty stock 
keeping. These methods pay us so 
liberally that if I were to quote here 
the actual figures of our savings, they 
would look like gross exaggerations. 
So please let us leave it in general 
terms. Take our word for it that 
proper organization for purchasing, 
and proper control of supplies, is a 
fertile source of profits today. And 
with interest rates where they are, we 
know of no easier way to augment our 
earnings than by cutting out the 
expensive and needless waste in the 
field of stationery and printing. 


To Simplify Bank Examinations 


(From page 5) the state banks coming 
under his vision in the form of state ex- 
aminers’ reports will be entirely satisfac- 
tory, once he is assured that the exam- 
ining procedure gets over the ground 
required for the FDIC. Whenever a 
state examination discloses facts not 
entirely satisfactory to the FDIC ex- 
aminer, he could send out a crew of his 
own, of which he might keep perhaps 
two at work in a populous state. The 
cost of examination to the taxpaying 
public, and to the banks themselves, 
would thus be held to an economical 
minimum. This may at the present 
date sound, and actually be, merely a 
dream. But dreams can be made to 
come true, if only they are sound and 
sane.” 

The existing form of called report 
does not tell the supervising authority 
much that is useful to him. Mr. Wells 


points out that rarely does anybody in 
the Indiana department go to the file 
of published statements for informa- 
tion of supervisory character, and ex- 
presses doubt whether any other bank- 
ing supervisory organism makes a sub- 
stantial use of this form for supervisory 
purposes. A good many of the con- 
ferees hope to be able to separate al- 
together the supposed supervisory 
functions—actually non-existent —of 
the called report, and the actual useful 
functions. 

The two principal legitimate func- 
tions are unquestionably those of in- 
forming the public and supplying data 
for helpful statistics on a state or 
national scale. That the public-inform- 
ing function is not adequately served 
by present forms is disclosed by the 
steady trend of many progressive 
banks toward a more detailed, compre- 





hensive, informative published state- 
ment. A genuine demand for such 
illuminating figures exists in those 
circles of bank customers where they 
can be put to real use. Washington is 
aware of the demand, as evidenced by 
recent discussions in connection with 
committee hearings on the new banking 
bill. During recent hearings before the 
Glass sub-committee of the Senate, 
Senators Glass and Couzens and 
Comptroller O’Connor were reported 
as having discussions tending along 
these lines. It is generally believed 
that the recent addition of ‘Published 
in response to call made by the Comp- 
troller of the Currency, under Section 
5211, U.S. Revised Statutes,” in the 
publication of national bank state- 
ments is the outgrowth of this discus- 
sion in sub-committee. The Comptrol- 
ler has been quoted as seeking within 
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his legal limitations to standardize pub- 
lished statements of conditions so that 
they can be accurately compared from 
year to year by those interested in 
making accurate comparisons. 

That the present forms do not supply 
adequate statistical data in the most 
useful form is witnessed by the spate 
of questionnaires and calls for addi- 
tional information which banks have 
been receiving from supervisory au- 
thorities during the past few years. No 
one can reasonably doubt that finan- 
cial statistics of more comprehensive 
nature will be required as a matter of 
course than have been thought neces- 
sary in past years. The trend is now, 
and for a good many years has been, all 
toward broader and more useful com- 
pilations of statistics to give state and 
national figures which can be put to 
practical use in maintaining good con- 
ditions and forecasting the future. It 
is all to the good that this trend should 
be harnessed to a comprehensive, well 
thought out and logically planned pro- 
gram, and the program simplified into 
one set or a very small variety of sets 
of basic figures, rather than encourag- 
ing the present tendency to let the 
figure-hounds run wild and ask as 
many questions as strike their fancies, 
without due consideration for the 
trouble and expense to the reporting 
institutions. 


STILL further result, probably 
even more important in eventual 
results than those so far sketched, is 
likewise seen by some students in this 
field. One situation which makes for 
greater difficulty in supervision and 
which takes a great deal of time in 
examining, arises from the divers ways 
in which accounts are set up on the 
books of various banks. Undoubtedly 
there exist varying accounting require- 
ments in varying types and sizes of 
banks. But it seems probable that a 
broadly outlined standardization of 
major accounts might be worked out, 
permitting individual banks such lati- 
tude as they require in further break- 
ing down these accounts into sub- 
accounts. When and if this comes 
about, it will permit ponderable ad- 
vantages to examining authorities. 
And many authorities believe it will 
likewise be beneficial to the banks; 
especially if the standardization im- 
proves the accounting practices of the 
institutions which are not among the 
strongest in this respect. 

These latter possibilities are all, 
however, a long way off in future, if 
ever they arrive. The present fact is 
that the permanent committee of the 
conference is not idle. The last call 
from Washington, for condition as of 
June 29, was issued simultaneously by 
the Federal Reserve Board, Comptrol- 
ler of the Currency, and the Federal 
Deposit Insurance Corporation, and 
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the same form and date were used by 
fourteen states. 

FDIC and Federal Reserve units 
are making statistical studies of the 
situation, are gathering the compila- 
tions of the various facts which must 
be covered to suit all of the parties who 
must eventually approve if the plan is 
to become an actuality. Tabulations 
have been completed showing the vari- 
ations in points covered by different 
authorities. The fact has been dug up 
that only eight states have statutory 
requirements of call figures which are 
at variance with common practice, 
which means that presumably most of 


these requirements could be relaxed by 
legislatures, and those which could not 
thus be dispensed with could be in- 
corporated in the standard form with- 
out undue hardship on the rest. Not to 
mention the ridiculous variety of 
points now being covered in call re- 
ports, many of these for no discernible 
good reason. 

In brief, the situation is well in hand 
at this early stage. The indications 
are all that this conference will actually 
accomplish a worthwhile result before 
any great time has elapsed. This re- 
sult will, if it does nothing else, greatly 
simplify the burden upon the banks of 
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DISTINCTION 


The Willard served as 
the official White House 
when President and Mrs. 
Coolidge lived here for a 
month during his adminis- 
tration With its 
modern facilities, the 
Willard retains all the tra- 
dition exclusively its own. 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


One 
WILLARD HOTEL 


“*Residence of Presidents’’ 


WASHINGTON, D. C. 
H.P.Somerville, Managing Director 

































supplying data to the various bodies 
now calling for figures. And, as Mr. 


| Wells has pointed out, if the bankers 


are sufficiently alert to the possibil- 
ities to throw the weight of their or- 
ganizations behind the general idea of 
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standardization of examining pro- 
cedures, no one can tell how great a 
saving may be worked out both for 
the banks themselves and also for the 
taxpayers among whom the banks 
and bankers are numbered. 


Keeping Directors Up-to-Date 


(From page 17) month the cashier, using 


| carbon, types a ‘“‘Cashier’s Report” 
| which covers practically everything of 
| consequence that happened during the 





preceding month, and a copy is mailed 
to each director for his confidential use, 
and the individual items necessary for 


| special discussion are brought up at 


our regular board meeting held on the 
second Friday of each month. This 
report contains a list of every loan 
made or renewed, giving name of bor- 
rower, endorser or security, amount, 
and, following a key, various single 
letter symbols denote whether the loan 
is a new one, renewal, amount of reduc- 
tion, if statement is on file, if it is an 
installment payment note, etc. Direc- 
tors review this at their leisure, having 
time to study the names more thor- 
oughly and to compare them, perhaps, 
with their own credit files in their own 
places of business. Naturally, some 
of the names are brought up at the 
board meeting for special discussion. 
The report then follows with a resume 
of expenses occurring in the month, 
with complete description of each such 
expenditure and the amount. Then 
the profit and loss account for com- 
parison with previous periods. In- 
terest, exchange and other income is 
shown separately as is interest paid 
and expenses for the period and the net 


difference. A condensed statement of 
condition, showing our cash position, 
bonds at approximate market prices, 
time, demand and public deposits, etc., 
are all set down for comparative 
purposes. 

In the succeeding two or three addi- 
tional pages the cashier outlines briefly 
all matters of current interest pertain- 
ing to the bank and its affairs and gives 
his own opinions thereon. Thus, we 
are given a preliminary opportunity to 
revolve such matters in our minds and 
perhaps to discuss them informally 
even before the meeting so that we will 
not be called upon, at the same time 
it is first brought to our attention, to 
render out of a clear sky an immediate 
decision upon some momentous prob- 
lem concerning which we have given 
no previous thought. 

There are pitfalls even in this pro- 
gram. We have to rely to some extent 
upon the cashier reporting all the 
problems, but on the other hand, these 
frequent written reports, mulled over 
and over, acquaint us pretty well with 
what is going on within the bank 
which we are attempting to direct. 
Our examining committee, which really 
examines, will round out our knowledge 
of any questionable, unreported affairs 
by taking notes of anything unfamiliar 
which is found among the assets. 


The Small Account Goes Modern 


(From page 8) Must have existed for years 
and years: People —all people —cherish 
a checking account. It was as if they 
pleaded for it. And so we worked, 
experimented to give them a simple 
checking account system. That system 
is called the CheckMaster Plan — 
copyrighted under that name. 

And now —in detail—here’s how it 
works: 

A man comes in and opens a checking 
account. We have him fill out two 
signature cards, calling for routine 
information: home address, business 
address, occupation, etc. He also 
signs both sides of a ledger card, in a 
small box at the top left corner. We 
have him make out a deposit slip, 
exactly like any other deposit slip 
except it is pink and carries an account 
number at the top. We give him a 
metal identification tag with this 


/ account number, so he can’t forget it. 
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We give him a deposit book, specially 
devised, and that too carries his num- 
ber. In this book we rubberstamp 
the date and the teller’s initials, and 
the teller adds his initials in ink and 
writes in the amount of the deposit. 


"THEN we give the customer a folding 

check book, which costs us 2% cents. 
It does not look any different from any 
ordinary check book used in any com- 
mercial account. The only difference 
is a space calling for the account 
number. 

While we are at it, we cut a stencil 
with the customer’s name and address 
and use this to head up the ledger card 
and the statement card, and also to 
form a mailing list. And that makes 
our cost of opening a new account read 
as follows: 

Check book, ledger card, statement 
card, signature cards and envelope, and 
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I os inc cep atsa ae vo ack 5% cents 
Metal identification tag..2 cents 
Address stencil...........14% cents 


Total cost of opening a 
new account cents 


We know banks that probably spend 


75 cents to $1.50 to open a new 
account. Some want a_ duplicate 


signature card for each of their tellers. 
Some cumber themselves with all 
kinds of safeguards. We want to be 
safe, but we also want things simple. 


These pay-as-you-go accounts may | 
But 


deposit at any teller’s window. 
we pay out on them at only the window 
designated. 
getting a check cashed, except this: 
the money must be credited to the 
account before the check is cashed. 
We do not run all over the bank to see 


There are few rules about | 


if a deposit covering the check is in 


some other teller’s cage. 


The paying teller has the ledger in a | 


drawer right at his elbow. 
may cash checks for 
1 to 1,000 and the next window may 
handle accounts from 1,001 to 2,000. 
But if the first 1,000 
exceptionally active, we can split the 
work so that the first teller handles 
accounts 1 to 750, say; or whatever 
the situation may demand. Having 
the ledger on individual cards makes the 
dividing of the work easy. The whole 
system is flexible. 

The teller refers to the ledger card, 
arranged, of course, by number. He 
sees that Account No. 759, in the 
name of G. S. Williams, has a balance 
of $53.31, and here is a check for $3.75 
to be cashed. He pays the check. 
When he cashes any large checks he 
may, if he wishes, make a pencil entry 
on the ledger card to save himself the 
risk of letting that account overdraw 
before the bookkeeper has a chance to 
enter the day’s withdrawals. 


THE bookkeeper posts once a day — 

at night; not twice. New York 
Clearing House rules permit this. 

When the bookkeeping machine 
posts a deposit, the 5-cent service fee 
per item for making that deposit is 
deducted. When the machine enters 
a withdrawal, 5 cents is likewise de- 
ducted for our work in handling that 
item. The routine for this is the same 
we used for deducting the late un- 
lamented 2-cent Federal Tax. A 
printed reconciliation form in the front 
of the check book reminds the customer 
to include these 5-cent service charges 
when he adds a deposit, or subtracts 
a check. 


Everything goes by number. This 
permits quicker sorting. It avoids 


errors. The signature card becomes a 
secondary check instead of the sole 
means of identification. And the cus- 
tomer’s signature is right there on the 
top of the ledger card, right at the 
paying teller’s hand. When the ledger 


One teller | 
accounts from | 


accounts are | 
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card gets filled up, as it will in time, 
we snip off one of the two signatures 
and paste it on a new card. 

We do not rack the deposit slips, 
but hand them directly to the book- 
keeper. This saves further time and 
clerical work. 

Now follow through and see where 
else we save time and money. We do 
not prepare monthly statements. A 
customer may, if he wishes, obtain a 
statement every three months, but we 
do not urge him to do so. Nor do we 
coax him to take out his cancelled 
vouchers. ‘““They’re safer in our hands 
than yours,” we tell him. If his land- 
lord claims the rent for month-before- 
last was not paid, a depositor may 
obtain the check in question free of 
charge within two months, or for a 
small fee for any month previous. We 
file these vouchers, numerically and by 
date, and will hold them for two years 
and then destroy them. The average 
man’s business dealings are not compli- 
cated enough for most men to have 
any use for their vouchers. 

We have given ourselves several 
safeguards. Certain offenses are to be 
promptly punished. If a customer 
writes a check that overdraws his 
account, back goes the check and $1 is 
charged for our trouble. If he draws 
against uncollected deposits we will 
likewise return his check and fine him 
$1. This is standard practice among 
commercial banks in New York City. 

If a customer with, say, $25 on 
deposit writes a check for the full $25, 
without allowing the 5 cents for our 
service fee, we reserve the right to 
return the check, but do not plan to 
do so. Rather, we will hold the check 
and drop him a post card, asking him 


Less than 9. per day 


for only one year ! 


With the Egry Speed-Feed you can in- 
stantly convert any typewriter into a 
continuous-form billing machine, with- 
out change in typewriter construction or 
operation, and increase the output of 
typed multiple forms 50% or more. All 
this can be accomplished at a cost of 
less than 2c per day for one year. 










Getallthefacts ~~ 
about the Egry if 
Speed-Feed. ; 


The EGRY 
Register 
Company 
Dayton, Ohio 








to call and pay us the nickel, or mail it. 

Likewise, if a customer neglects to 
write his account number on a check, 
we will send him a penny post card, 
reminding him of his error. We plan 
a patient educational campaign along 


In writing to advertisers please mention The Burroughs Clearing House 

























































BURROUGHS 


CHAI 


Promotes efficiency and reduces fatigue 
in office work. Assures a posture that 
maintains energy throughout the entire 
day with the result being increased 
alertness and vigor. Ideal for use with 
Adding, Bookkeeping, Calculating Ma- 
chines and Typewriters. Ask the nearest 
Burroughs office for more information. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


BURROUGHS ADDING MACHINE OF CANADA, LIMITED 
WINDSOR, ONTARIO 





THE BURROUGHS CLEARING HOUSE—September, 1935 

















this line. However, if any depositor 
is continually forgetful, we have the 
privilege of returning his check un- 
paid, as a stern reminder that what 
few rules we have are to be observed. 

All of this, you will note, takes place 
in the tellers’ cages or in the book- 
keeping department. The time of 
principals is not needed: we find we 


| can deputize most of the work to 
| chief clerks and others. As for capa- 


city, we figure we can handle 10,000 
accounts with our present floor space. 


| These depositors won’t be coming in 


twice a day, like retailers with sacks of 
nickels and pennies. They will not 
be writing checks every day. And their 
deposits will not bunch up on us. 

We figure that four people —one 
teller, one bookkeeper and two assist- 
ants—can handle 1,600 items a day. 
At 5 cents per item that will mean an 
income of $80. If one teller can 
handle 5,000 savings accounts, we feel 
sure that similar speed can be developed 
in handling these checking accounts. 

As a matter of fact, we expect to 
have a large number of dormant 
accounts, or nearly dormant. Some 
folks will cash an occasional check for 
insurance or rent. But many will be 
building up a balance. What’ll we 
do with these balances? We aren’t 
planning to do a thing, as yet. We 
don’t even know that they will amount 
to enough to represent a_ possible 
reservoir for loans, if business should 
require loans. The important thing 
is that these balances are insured, like 
all our deposits, with the FDIC and 
are absolutely liquid. 

Another important thing is that 
these new depositors of ours are paying 
for only such service as they require 
from us. They will not use the credit 
department, the collection department 
or the services of our officers. They 
are not issuing sight drafts or requiring 
cashier’s checks on a distant corre- 


| spondent bank. Why make them help 
| pay for services which only the large 


commercial customers are using? We 
make it clear that there are no extras 
permitted under this 5-cent plan. A 
customer is not permitted to cite the 
bank as a credit reference, for we will 
have no credit file for him. If he 
wishes additional service of any kind, 
he will pay a reasonable fee to get it. 

This, in brief, is for small depositors 
only. There is. no reduction for 
quantity. If a customer should write 
500 checks and pay us 5 cents a piece, 
that would cost him $25, which would 
be too much. But such a depositor 
wouldn’t need this service. This 
nickel service fee is only for occasional 
customers who maintain hardly any 
daily balance and who till now have 
found the $500 minimum balance and 
the $2 penalty unreasonable and have 
never before been coaxed by any com- 
mercial bank to bring in their business. 
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Saturday Rush Hour 


(From page 15) to send over for it on 
Saturday morning and wait while it is 
made up, this is how we want to do 
it for you. But —if you would be just 
as well suited by giving us a day or so 
of advance notice, we'll have everything 
ready so that all your messenger needs 
to do on Saturday morning is to shove 
the check in at the window and receive 
the pay roll which will be made up in 
advance and waiting for him. It will 
save you time, and it will help us.” 

The result was exactly what was 
expected. A few customers said, ‘““We 
don’t know until the middle of Satur- 
day morning just what pay roll cash 
we need.”. These continue as before. 

But the bulk of the customers said, 
“We did not know such extra service 
was possible. Sure, we'll call up or 
send in a written list of pay roll cash 
requirements on Thursday or Friday. 
It will suit us better this way.” 

In consequence most of the bank’s 
Saturday pay rolls are now made up 
on Friday. The head payer on Satur- 
day morning handles at his window 
the ordinary run of lobby business, 
with only an occasional delay for 
making up a pay roll. Which means 
that the greater part of the pay roll 
peak has been removed entirely, and 
that the general lobby peak is dis- 
tributed over one more cage than was 
previously available for handling it. 


At the same time the pay roll peak 
was being cut down in this 
fashion, the general lobby peak of 
business was attacked directly. The 
bank had printed a card six inches long 
and about a quarter-inch wider than a 
standard check. This card reads: 

“Save Time. Bank before eleven 
o'clock on Saturdays. Employees of 
many firms cash weekly pay checks 
between eleven and twelve o’clock on 
Saturday mornings, resulting in a 
crowded bank floor. You will be 
doing yourself a service by arranging to 
do your banking before eleven to avoid 
delays occasioned by these Saturday- 
at-eleven crowds. Commercial bank- 
ing hours Saturday nine to twelve.” 

As a starter, these cards were en- 
closed with the monthly statements of 
all checking customers. Their width 
made sure that they would be noticed. 
These were likewise made into display 
pieces by stapling together at the top 
two of these cards. These pieces were 
shown on every officer’s desk, at cus- 
tomers’ lobby desks, and at other 
Strategic points in the bank. Thus 
was obtained an extra “circulation” 
for the message they carry. 

The straight thinking which led to 
producing these cards likewise dictated 
their further distribution. Obviously 
the people who come in before eleven 
On Saturdays do not need this admoni- 
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tion. Just as obviously, those who 
come in after eleven do need it. So 
every teller was equipped with a stack 
of the cards on the next Saturday, and 
given his instructions. Promptly at 
eleven, the teller at each window 
handed out a card to each customer he 
served. Each customer served there- 
after, until the lobby was cleared, 
received a card. The teller made no 
comment with it—simply handed it 
across with the cash or pass book or 
whatever he was handing out to the 
customer. 

A great many customers took a 
quick look at the heading and made 
such comments as, ““That’s an idea!’ 
Others remarked favorably to officers 
or to lobby ushers as they walked out. 
Everyone accepted it as an admonition 
intended to help him, rather than as an 
attempt to mold his habits to the 
bank’s convenience. 

Another method of reminder is to 
place at the head of the stairs each 
Saturday morning, right where each 
incoming customer must notice it, an 
easel carrying a message about the 
Saturday banking hours. 

After the plan had been in use for 
several weeks, the officer in charge of 
tellers sent to each teller a memo 
which read: 

‘“‘We have had ample time now to 
notice the results of our campaign to 
reduce the eleven to twelve Saturday 
crowd. Without conversing with any 
of the other tellers, I would like to 
have your impression of the results of 
this plan. Please reply on this sheet, 
giving your idea of the percentage, 
comments from customers, and so 
forth. And please state whether you 
think it is worth continuing.” 

The answers received from the 
tellers showed a heavy preponderance 
in favor of the plan. Particularly were 
the older, more experienced tellers 
enthusiastic for the idea. Some of the 
youngsters frankly regarded it as 
more of a nuisance at a busy time than 
a benefit. But the consensus is that 
the last hour rush and congestion on 
Saturdays has been materially re- 
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lieved. One of the senior tellers esti- 
mated that 30 per cent of those who 
previously came after eleven are now 
coming before eleven, and warned, 
‘“‘We would lose the full benefit of it 
if we did not have enough tellers ready 
to wait on those customers who are 
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coming in before eleven o’clock.”” An- 
other wrote, “Only a few are in earlier 
each week, but eventually it will work 
out. Many favorable comments.” 
Still another, ““The campaign is a 
success and should be continued. I 
have not received any complaints 
relative to the bank’s service during 
the past month.” (Evidently he had 
previously had complaints from cus- 
tomers about the long wait in line. 
Whether the waits have decreased, or 
whether the card shows the customer 
it is not the bank’s fault, anything 
which reduces dissatisfaction is cer- 
tainly worth while.) 

No statistical study has been made 
of before-and-after conditions, crowds, 
or transactions. Because of the rapid 
growth of the bank, any statistics 
would have to be on a basis of relative 


hourly percentages rather than of 
straight numbers. But a few other 


significant facts are available. 
On the first Saturday after distribu- 
tion of the cards, there was an observ- 


able increase in early morning lobby 
activity, and at no time that morning 
were the lines before the windows at 
the rush period so long as always 


previously they had been. On the 
following Saturday the lobby was 


deserted by twelve-fifteen, where previ- 
ously there had been stragglers until 
almost one o’clock. Most of the tellers 
report that the strain has greatly 
eased. Operating departments report 
less evidence of strain displayed by 
work received from tellers. 


The cards are being handed out 
every Saturday, beginning at eleven 
A. M. The management’s intention 


is to continue this plan at least as 
long as it keeps on improving the 
situation by distributing Saturday 
business more evenly over the open 
hours. Once the Saturday business 
gets worked down to the level where 
it is no longer a problem, it is the 
present intention to start a similar 
campaign to level off the late afternoon 
peak loads of the other days of the week 


Recent Court Decisions 


(From page 21) there are no “‘liquidated 
credits” belonging to the beneficiary in 
the hands of the trustee. Hence, there 
is nothing in the hands of the trustee 
subject to garnishment or so-called 
trustee process by the beneficiary’s 
creditors. 

2. That where the trustee’s duty 
to pay the beneficiary is absolute and 
not discretionary, the  beneficiary’s 
creditors can reach the money in the 
trustee’s hands by attachment or 
trustee process, and they cannot be 
excluded by a provision in the trust 
instrument to the effect that the trust 
fund shall not be subject to attachment 
or any indebtedness of the _ bene- 
ficiary’s. (Brahmey vs. Rollins, 179 
Atlantic Reporter, 186.) 


Power of SEC 


Violators of the Securities Act of 
1933 may find themselves involved in 
court proceedings with astonishing 
speed, for, according to a_ recent 
Federal Court decision, the Securities 
and Exchange Commission may now 
through its own counsel and in its own 
right institute and pursue civil actions 
appropriate to its functions. It has 
full and direct control of its own civil 
proceedings and does not have to 
refer such matters to the Attorney 
General for action. 

Criminal prosecutions, however, 
must be handled through the Attorney 
General and the United States District 
Attorneys throughout the country. 
(Securities and Exchange Commission 
vs. Collier et al., 76 Federal Reporter, 
Second Series, 939.) 
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Collateral Security 


A makes a loan from the X bank, 
and B becomes surety to the bank for 
A’s debt. To protect himself, B ob- 
tains collateral security from A. Later, 
A defaults on his obligation to the 
bank. Does the bank have any claim 
to the security held by B? 

After a lengthy discussion of a very 
much involved case, the Supreme Court 
of Appeals of Virginia concludes: 

“This is, in effect, an application of 
the well-recognized doctrine that where 
a surety has obtained security from 
the principal debtor for his, the 
surety’s protection, the creditor is 
entitled to the security.”” The court 
cites numerous authorities in support 
of this proposition. (First National 
Co. vs. State-Planters Bank and Trust 
Co., 180 Southeastern Reporter, 281.) 


Renewal Notes 


When the makers of certain notes 
did not pay at maturity, the bank 
obtained from them appropriate re- 
newal notes. The original notes were 
not surrendered, but were retained 
by the bank along with the renewal 
items. 

Ultimately, suit was brought on the 
original notes, and the makers con- 
tended that they were not liable on 
the original, but only on the renewal 
notes. Passing on this, the North 
Carolina court said: 

“Where a note is given merely in 
renewal of another note and not in 
payment thereof, the effect is to extend 
the time for the payment of the debt 
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without extinguishing or changing the 
character of the obligation, and, in 
case of default, the holder may sue 
upon the original instrument.” (Dyer 
vs. Bray, 180 Southeastern Reporter, 
83.) 





Accommodation Surety 


The payee of a note which remained | 
unpaid at maturity sued one of the 
three co-makers. The co-maker thus | 
sued set up by way of defense the | 
averment that he signed the note only | 
as an accommodation surety for the 
other two; that the payee had re- 
leased one of the other two co-makers 
without the consent of the alleged | 
surety; and that the release of one of | 
the other co-makers in this manner | 
was such an alteration of the contract 
as to relieve the alleged surety of all 
liability on the note. 

The Oklahoma court held that this | 
was a valid defense. Of course, such a | 
defense to a negotiable instrument 
could not be made as against a holder 
in due course. The court pointed out, 
however, that the payee of a negotiable 
instrument is not a holder in due 
course, and in his hands a negotiable 
instrument is subject to the same | 
defenses as if it were not negotiable. 
(Sudberry vs. Johnston, 45 Pacific 
Reporter, Second Series, 1086.) 


Powers of Contract 


Where a bank enters into a contract 
outside the scope of its legal powers, 
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may it be relieved of liability on such | 


a transaction? 

In an Indiana case, recently, a 
national farm loan association char- 
tered under the Federal Farm Loan 
Act was sued on its promissory note. 
The defense set up was that under its 
charter the association was without 
legal power to execute the note and 
therefore could not be held on it. 

It was urged, further, that under 
the rule established by the Federal 
courts, there was no liability on the 
note; that as the association was in 
the nature of a Federal corporation, 
the Federal court rule should be 
applied by the Indiana state court; 
and that in similar situations the 
Federal courts had relieved national 
banks of liability for acts outside the 
scope of their charter powers. 

The defendant association, it ap- 
peared, had received the money repre- 
sented by the note on which the suit was 
brought. The rule prevailing in most 
state courts is, that where a corpora- 
lion has received the benefits of a 
contract, it will not be permitted to 
escape the liabilities of the contract 
even though the transaction be outside 
the scope of its corporate powers. 
| There was no reason, in the opinion of 
| the Indiana court, why this rule should 
} not be enforced against a Federal 
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corporation. Judgment against the 
farm loan association was accordingly 
affirmed. 

On the precedent of this decision, 
national banks involved in similar 
cases before state courts would not 
get the benefit of the Federal rule that 
would otherwise relieve them. (Elk- 
hart County National Farm Loan 
Assn. vs. Heilman, 196 Northeastern 
Reporter, 350.) 


Stock Book Inspection 


May a state law be invoked by a 
stockholder of a national bank in aid 
of his attempt to inspect the bank’s 
stock book? 

A stockholder of a national bank 
located in New York was refused per- 
mission by the bank officers to inspect 
the stock book. Thereupon the stock- 
holder undertook to enforce against the 
bank and its officers the penalties pre- 
scribed by the New York Stock Cor- 
poration Law for such a refusal. 


The court, interpreting the Federal 
law on the subject (12 U. S. Code 
Annotated, section 62) pointed out 
that while national bank stockholders 
were given the right by national legis- 
lation to inspect the bank’s stock book, 
no penalty or remedy was prescribed 
for the refusal of the bank to allow such 
inspection. 

The state law imposing penalties in 
such cases was held to be inapplicable 
to national banks as being in conflict 
with the Federal statute. Where Con- 
gress has legislated on a subject within 
the Federal scope, the court held, a 
state legislature cannot add its own 
auxiliary requirements. Valid Federal 
legislation excludes state legislation on 
the same subject matter. * The court 
stated, however, that national banks 
are subject to the laws of the state in 
which they are located with respect 
to all matters on which there is no 
paramount law of the United States. 
(Lauer vs. Bayside National Bank, 280 
N. Y. Supplement 139.) 
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LIABILITY LEDGER rate balance for maker [| 
eetian ais (direct) and endorser (in- 
direct) liability. 3 
AUTHORIZED LINE OF CREDIT NAME 0 J SMITH On this ledger only direct 2 
19 s_ 10,000.00 : 1: . 
19 ADDRESS ADAMS AVE. liability is posted and an- 
19 other sheet is used for [| 


indirect liability. 























al OLO NO. | NEWNO. CO-MAKERS (DESIGNATEO #) DATE DUE ‘NEW NOTE. ele | ‘NOTE PAID DATE oF BALANCE 
MAKERS DEsiTs R. ‘Snes TRANSACTIOR ENOORSER COLLATERAL MAKER Here the ledger has 5 sepa- 4 

BROUGHT FWD 1933 200.00 2,100.00 85.0 rate balanc endorser 

47.61] D J SMITH oct 19 400.00|M AUG 19 3650 = | (< ’ 

47.91| HENRY FRENCH |SEPT 19 | 224.00/E Aus 19 424.00 time secured, time un- 

32.95 D J SMITH OCT 11 C\P] 1,000.00SEP 11 1,100.00 secured, demand secured, 
demand unsecured) and a : 

| | combined balance of all. 

| Under these or any other loan [| 

and discount posting plans, a 





| Burroughs posts all records 
neatly, economically and accu- 
rately. 



































| FORM DIRECT LIABILITY 
? The First National Bank 










Name R B WILLIAMS Sheet No. 


| 

| Address 2846 TURNER AVE., 1933. 
| 
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————————— 
it 




















Authorized Line of Credit 
19 & 
BURROUGHSVILLE, MICH 19 % 
4 
Old Number New Number [Rate ENDORSER OR COLLATERAL Date Paid Date Due New Notes Payments Date Balance | 
1.82/6 | RB WILLIAMS MAY 26 3,500.00 APR 2633 3,500.00 a 
1.82 7.266 | R B WILLIAMS JUL 26 1,000.00 3,500.00 | may 273 700000 
1282/6 | R B WILLIAMS JUL 26 2,150.00 JUN 26 %3 = 3,150.00 
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AND DISCOUNT PLAN 


Liability ledgers of three different loan and discount posting 


TB 


+ Remo 


,a- 
<er 


in- plans are illustrated. Each was posted completely, including 
all typewritten description, on a Burroughs Loan and Dis- 
t 
n- | count Machine. No matter what posting plan you are using 
~ 2 there is a Burroughs that exactly fits the work and will post 
pa- all records neatly, accurately and economically. Special 
- Burroughs features speed up and simplify the posting. 
eq, 
: Call our nearest office for details 
| 
yan sof 
Ps BURROUGHS ADDING MACHINE COMPANY 





cu- Burroughs Loan and DETROIT, MICHIGAN 


Discount Machine 













iE oe LIABILITY LEDGER 
NAME 











THE ARNOLD CO 
ADDRESS 486 LIGHT SLOG. 
OLD sew ; DATE ; DEMAND 
nemacr frown [Oo * va bat oe ae end : os “T ee te ea iste Set 

987 | THE ARNOLD CO MAY 1{ 1,000.00 1,000.00; — FER 4 3S 1,000.00 

38 17 | THE ARNOLD CO $00.00 500.00 : 13 500.00 
198:7 | THE ARNOLD CoO. JUN 1 {| 5,000.00 $000.00; : wR 13 5,500.00 

4.5517 | THE ARNOLD CO DEM 10,000.00 Ek 10,000.00 MAR 6338 15,500.00 

3.0017 | JAMES SMITH JUN 5 135.78 135.78) . wR 1% 0 8=6- 15,635.78 
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CANADIAN NOTES ayo COMMENT 








NUMBER OF BRANCHES 


Statistics for the six months’ period 
ending June 30 indicate a slowing down 
of the policy of weeding out branches. 
During the first half of the year the 
commercial banks opened four offices 
and discontinued 46, a net loss of some 
42 offices. In the same period the 
Bank of Canada established nine 
agencies bringing the total number of 
branches of the Canadian chartered 
banks in Canada and elsewhere to 
3,644 as at June 30. 

Following is a table of branches as 
at June 30 by geographical location 
with net losses or gains as compared 
with December 1934 figure: 


June, 1935 Dec.,1934 Change 
Canada..... ...3,495 3,528 —33 
jo 1.246 1,260 —-—14 
Quebec.........1,080 1,093 —13 
Nova Scotia... 135 134 + 1 
New Brunswick.. 99 98 + 1 
A aS ———— 27 +41 
Manitoba. 190 193 -— 3 
Alberta....... 2i2 215 = 3 
=) ae 197 195 + 2 
Be oc eck 304 309 — 5 
a | { —— 
Newfoundland... 25 235 — 
Klsewhere....... 124 125 —- 1 
I. 525-44 ace 3,644 3,678 


MOUNTING FORGERIES 


When C. W. Wilson, of the Canadian 
Bank of Commerce, San Francisco, 
assisted by his wile, made the sensa- 
tional capture last year of *‘Christmas- 
Time” Parmalee, Canadian bank men 
were convinced that losses from for- 
geries would take a decided slump. 
Parmalee a clever forger, chose the 
festive season for his operations and 
had victimized nearly every bank in 
Canada at some time or other. Tellers 
uncrossed their fingers and gave a sigh 
of relief when he was placed behind the 


bars. But forgery losses continued 
steadily upward. 
A well-known surety official says 


that forgery is the fastest-growing of 
all crimes in Canada and losses by 
fraud and manipulation are many 
limes greater than losses from burglary 
and robbery. Arrest records also show 
that forgery leads all other crimes 
against banks by more than two to one. 
A contributory factor in the situation 
is the idea prevalent among bank 
clients that the bank or financial insti- 
tution must always be responsible for 
such losses. In many cases reasonable 
precautions are not taken by the 
customer, cancelled checks and private 


Sa EEE 


by G. A. G. 








check books are not guarded and fall 
into the hands of unscrupulous oper- 
ators. It would appear that the banks 
would do well to warn customers 
against the growing forgery menace. 


TRUST ADVERTISING 


Another example of appropriate and 
seasonal advertising which Canadian 
trust companies have been featuring 
of late is the copy of the National Trust 
company. This featured the services 
of the collection department in the 
mortgage field. While issued several 
weeks before the fall collection season, 
it gave prospective clients time to 
make inquiries and carry out details 
necessary in placing mortgages and 
agreements in the hands of the collec- 
tion department of the trust company. 


NO GOOD COUNTERFEITERS 


Fortunately for banks, counterfeit- 
ing is rarely skillful. In the majority 
of cases there is some glaring error 
which can be easily detected by a 
trained eye. Probably the prize 
“boner”. for counterfeiting goes to a 
Canadian sign painter recently ar- 
rested for manufacturing Bank of 
Montreal bills. The notes were a fair 
example of the counterfeiter’s art; the 
artist had carelessly copied the signa- 
tures of the president and general 
manager of the Royal Bank on the 
Bank of Montreal money. Some years 
ago a counterfeiter with considerable 
labor and skill produced a Canadian 
bank note which seemed to him a per- 
fect specimen. When he was arrested 
attempting to pass the bogus currency 
he found that two mispelled words had 
stamped his money as obviously spuri- 
ous. 


FIVE-CENT SILVER PIECE 

The small Canadian five-cent silver 
piece is rapidly disappearing from cir- 
culation and is being replaced by the 
Canadian nickel. Canadian bank tel- 
lers will certainly not break down and 
cry when the last five-cent silver 
piece is withdrawn. These have been 
difficult to handle and have never 
been popular. Bank tellers will recall 
that with the introduction of the large 
Canadian nickel in 1922, the five-cent 
situation was gummed up properly 
with two coins of the same denomina- 
tion but of very unequal size. The 
public has taken to the nickel. 





BANK HISTORY 

The Canadian Bank of Commerce 
has made a valuable contribution to 
Canadian banking and financial his- 
torical records with the publication of! 
the third volume of its history whicia 
covers the postwar period from 1918 to 
1931. The author, A. St. L. Trigge, 
for many years secretary at the head 
office, has proved that financial history 
can be presented both interestingly and 
entertainingly. The book includes the 
histories of the banks taken over by 
the Canadian Bank of Commerce dur- 
ing the period reviewed namely the 
Bank of Hamilton, in 1923, and the 
Standard Bank of Canada in 1928, 
with the two smaller banks taken over 
by the Standard in the course of its 
career. Banker readers will be par- 
ticularly interested in the panorama 
of thrilling incidents which featured 
the hectic period immediately follow- 
ing the war. 


CHANGING OPINION 


The number of letters now appearing 
in the daily press in defense of Cana- 
dian banks and financial institutions 
may indicate that radical bank criti- 
cism has run its course and is beginning 
to pall on fair-minded citizens. The 
letters-to-the-editor columns represent 
a cross-section of public opinion and 
these spontaneous letters taking issue 
with the knockers of Canadian finan- 
cial institutions may indicate that at 
last a depression has commenced in 
“echocomics.” 

CLEARING HOUSE ITEMS 

Nearly a half million dollars has been 
cut off the indebtedness of 178 Alberta 
farmers by the review board under the 
Federal Farmers Creditors Arrange- 
ment act. . . The province of Ontario 
has ceased making farm loans and will 
leave the field to the Federal govern- 
ment. Canada’s nickel coin was 
described as “hideous” by Finance 
Minister E. N. Rhodes who said that 
he hoped in future the design would be 
changed and made more artistic... . 
Canadian silver dollars to the value 
of $400,000 have been issued but very 
few are in circulation, the majority 
being in the hands of collectors. 
Bank of Canada gold holdings form- 
erly valued at the rate of $20.67 an 
ounce are revalued at $35 an ounce 
under the exchange fund act. Approx- 
imately $10,000,000 of profit in re- 
valuation goes to chartered banks, 
with around $63,000,000 placed in the 
foreign exchange fund of the Dominion 
government. 


PRODUCED IN THE BURROUGHS PRINT SHOP 
AT DETROIT, MICH., U.S.A. 4070-9-35 
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riti- URING twenty years of coordinated work, the 
"The affairs of the Financial Advertisers Association have been an open 
1e 
sent book. Organized when financial advertising had little background, 
_and members started with the idea of developing better, more productive 
issue 
inan- advertising through cooperative effort. The same idea permeates the 
; al Association today. Every member, representing large and small 
‘din 
institutions alike, is on exactly the same basis. He receives the Year 
Book, which many years is almost a text-book of financial advertising. 
been He receives the Bulletin monthly—and at intervals special bulletins. 
nt He has available on request portfolios on virtually every form of 
rine 
ange- financial advertising, customer and public relations. This is an invita- 
yee tion to banks, trust companies, investment houses and other financial 
wi 
wern- institutions to join the Association and to attend the 20th Annual Con- 
1 was vention at Atlantic City, September 9-11, 1935. Write Preston E. Reed, 
nance 
that executive secretary, 231 South La Salle Street, Chicago, for informa- 
ild be tion. It’s interesting. 
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Burroughs 


SHORT-CUT KEYBOARD 










EASY TO 
OPERATE 





Skilled operators prefer Burroughs short- 
cut keyboard because its automatic fea- 
tures and other advantages permit so 
many short-cuts to fast operation. 











Speed comes naturally and without effort on the Burroughs short-cut keyboard. 
7) Because all ciphers print automatically—thus saving approximately one-third of the 
work. @) Because only one motion is required to add, to subtract, or take a total— 
thus eliminating needless motions. €} Because often two or more keys may be depressed 





at one time—thus writing the entire amount in one operation. These and other advan- 





tages of Burroughs short-cut keyboard are described and illustrated in an interesting 





new booklet. For your copy, phone your local Burroughs office or write direct. 


The business man appreciates the utter 
simplicity and easy operation provided 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICHIGAN by the Burroughs short-cut keyboard. 






ADDING, ACCOUNTING, BILLING AND CALCULATING MACHINES 
CASH REGISTERS + TYPEWRITERS + POSTURE CHAIRS «¢ SUPPLIES 



















































